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PROCEEDINGS
M. URUR; Géntleméns if vou will take your seats,
we will proceed.
The meeting of the Hational Petroleum Councili will
please come to order. We have a 1ot of business to cover

this morning. I would like to begiln by introducing the

head table. In additlen to our distiupulsed Govermnens Co--
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chairman and our guest speakers, who I wlll Introduce 2
later, we have.this morning, Hollis WM. Dale, Assistant
Seepretary of the Depovitment of the Interdor for Minersl
Resoureces. lollis,

{Applause folldws Ghe introduction of esch person.)
wm G. Helesn, Chalrman of the Commibttee on
U.S. Fasrgy Outloolk. John.

Wilson H. Scott, Chaleman, Committes on Petroleum
Resovrces Under the Ucean 1'loor.

Qrlin D. Afkinﬂb Ghairman, Commlttee on Factors

Affecting U8, Hefining Capacliy.

Warven B. Davis, Chalrman, Coordinating Sub-

cgonmittes of the Committee on U,3. Energy Outlook.

7 ’

Vincent M, Brown, Dxecutlive Director, Natlonal
Petroleuvm Council.
This morvalng, withoub objection from the floor, we

wili dispense with the Towmmal calling of the wroll in the

interests of time and let she offieial cheeck st the door
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serve as the attendance roster.

Before I introduce Mr. Jake Hamon, I would like to
say ©that any comments you council members may have from the
floor will bz most welcome. I draw your attention to the
microphoaes in the center aisle and request that you use
them. Please ildentify youwrsgelf for the offieial recorder
befovre you mspeal.

I wenld now like to introduqe Jake Hamon,
Chaierman of the Agenda Committee and former Chalrmsn of
this Councll, to peesent a report of vhe Agpends Commltiee.

Mrr. Hamon is an independent oll producer Irom
Dallas. -

MR. HAMON: Wr. Chairman -

MR, TROE:  Jake, do you want to use this mike,
ploasa?

MR

—t

HAMON: This is 211 right. ¥ am a kind of 2
little f2ilow, hate to walll up and down stairs, kind of
olumsy, so 2w osafer bere, Thank you, though.

REPORT OF THE AGENDA COMMITTEER
M. HAMON: Puesuant to a call for a meeting of

A

the fpznda Commiltuee by myself by telegram to the members oh
September 14th, 1972, and with the meetling and 1ts agenda
having the approval of Mp. Gene Mowrpell, Director, 7.3.

Office of 011 and Gas and Acting CGovernment Cochalrman of

the Commlttee, the Agenda Committee meb on September the 20th,
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1672 at 12:15 p.m. in the Del Monte Lodge, Febble Beach,
California.
(1) Action was taken on a letter dated September 15th,

1972 from the Assistant Secretary of the Interior,
Hollis M, Dole, to the NPC Chairman, HMr. H. A. True, Jr.

In order to assist the Department of the Interior
in the continuing preparatlon fof the schedﬁled 1973 Law of
the Sea Conference, the Counecill was requested to prepare a
further study whieh should conslder the guestlon of navigation
in eoastal waters and international stralts and the guestion
of security of investment Iin overseas and domestle offshore
area. In conjunectlon with the lattaer, speclaol attentlon was
?ﬁqueﬂted to thé lasue of compulsory settlement of disputes.

The Agenda Committée recommended that the additional
analysls be undertaken -- wihich would supplemant ﬁrevious
National Petroleum Councll seabed studlies ~- and thus

Fs

referred the request to the exlsting NPC Commitlee on
Petroleun Resources Under the Ocean‘Floor as & contlnuation
of the previous overall effort of that commitbee.
hecauge ol ﬁhibg no action was yequired on the

part of the Councll. However, copies of the request letters
ware sent to all Couwnecll menbers on October the 12th, 1972,
A copy of thisg letter ls attached hereto as Appendlx A,

{(2) At thse zame session, bthe Agenda Committee, abt the

EER

reguest of the Dapartment of the Interior, agreed to




reconmetid that the Natlonal Petrolesum Council undertake a
study of appropriate actlions that could be taken 1n the
even: of serious interruption te important energy supplies,
if Interior would fram a study requsest letter to 1ndicate
a three-month's interruptlon of generally.currenﬁ'import
levels.

This was done by a letter dated December the 5th,
1972 from Assistant Secrefary Dole to Mr. True, reguesting
this Council to make a3 comprehensive study and analysis bf
possible emergency suppléments to opr albteranatives for
lmported oll, natural gas 1igqulds and products in the event of
interruptlon to curirent levels of laports of these enewpy
suenilias, Where poesiblse, the results ol emergency measures
or actlons that could be taken befove or during the
mnergeﬁcy under present conditlions should be guantified. For
pﬁfposea of this abtudy only, it is to be assumed thal current
levels o petroleun imports to the United States are
raducad Ly dﬁhial of (a) .5 million bharrels a day for a
60=3ny deriod and (b) 2.0 million barvels a day for a 90-day
parlod,
It was requoshed that this study be completed as
soon as possible with ab least e preliminary report preszented
by July 1973,

Ae previded by the Avticles of Organization of

s

shie Council; it was unanimously agreed to r& eomne 14
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to this Councll the appointment of a committee to undertake
‘the study as vequested by Assistant Secretary Dole. In
complying wilith this request, the committee undertaking the
study should not suggest plans or programs.

My. Chalirman, that is the report of the Agenda
Committee. To it I have the proper letters attvached,

MR. TRUE: Thank you, Hr. Hamon.

Do I hear a motion to adopt the recommendations
of the Agendz Committee?

(The motion was made and seconded. )

It has been moved snd seconded. I8 there any
discusslion? |

All in favor?

(There was =2 chorug of ayes.)

Any opvosed?

{The motion was careied.)

Mo prasent a report of the Nominating Commlittee
Towould Like to latroduece Mr. Caprrol Bennett, Chairman of
the eomnibbos. Mr. Benneit is Board Chailrman of the Texas-
Pacliic Dii Company, Ine. and I would ask Mr. Bemett please
5o onma up here.

MR. BENNE®T: Aw, T've got a bad knee, Dave., Can't
I stay hers, too?

MR, WRUL: ALL right.




REPORT OF THE NOMINATING COMMITTEE

MR. BENNETT: Mr. Chalrman, the meeting today is
also the organlzatlonal meeting Qf the Councll which under
normal cirecumstarices 1s generally held at an earlier date
in the hew Flscal Year.

The Nominatlng Commltiee met In sesslon yesterday
and recommends to the Councill that the present officers and
members of the standlng commlttces namely, the Agenda and
Appointment Committeems he reeleched to sarve until the next
organizational mestiing of the Counell in 19?3, as follows:

Chairman, Mfd H, A. True, Jr.

Vice~chalrman, Robext ¢, Dunlop

The Agenda Committee, Chalrman, Jake L. Hamoﬁ,
Howard Boyd, Bob Birch, Mauriee Granville, Frank Ikard,

J. K. Jamsson, W, W. Keelew, John M; Helly, Harold McLure,
Dean MetGee, John Swearingen.
The Appointment Committee, Chalrman Charles L.

spahp ferry Bass Fo Grlvert
Sporgir, KeeerPellss, Carrof& Bennett, Allenr & ek

[

George Getty the second, B, D. Goodrilech, Fred Harvley,
Vavghey Rawleigh Wanner
Glyde HMeGraw, Charles liurphy, Blll ¥ey and Rateirsk Warrem

i

7 move the adoption of the report as presented,
i, Chaleman, and Tor the election of the officers and
neirbairs of the two standing comnittees lor Fiscal Year 1973

25 praegsented.




MR. TRUE: Do L hear a seccond?

('hne motion was seconded.)

Any discussion?

AL in favor?

(There was a chorus of ayes.)

Any opposed?

(the motion was carried.)

Thanl you, gentlemen. I am pleased to be asked to
continue to serve as the chairman of this council and will
do everything I can to further the important work of tihe
Council.

We now have a progrsss report from the Committee
on Factors Affecting U.S. Refining Capacity. As jou know,
at the last meetlng, the Uounell agreed to take on a gtudy of
the economle, governmental, technologleal and enVironmental
fectors which may allfect the domestle refinlng industry's
abhility o respond to the demands for essential ?etroleum
neoducta that are mads upon 1€,

Mr. Ovin L. Atkins, Chalrman of the committee, is
hers to glve us a veport on thelr vrogress. Mr. Atkins i=s
Chalrman of the Board of Ashland 0il). Orin,

SEPORT BY ORI E, ATEINS

Wi, ATKINS: Mr. Chairman, Fellow Council Members,

as Dave has Indicated, This study was undertaken at the

request of the Depariment of the Interlior. A Main Committee
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was appointed by the Counell with 1. Stephen Wakefield,
Deputy Assistant Secretary of Mineral Resources, serving as
Cochairman., The Commlttee 1is fﬁnctioning throvgh a
Coordinating Sﬁbcommittee and three task groups. These
include the Government Policy Tazk Group. an Eecnomles and
Environmental Task Group and a IFacllities and Technology
Task Group.

Tn addltion to identifying the governmental,
economic, technical and environmental factors affecting the
domestic refining industry, the study commlitee ié appralising
the present and proljected capabllltles of the domestlic refin-
ing industry to meet the anticipated demand fof-petroleum
products and ig analyzlag the causes ol the downtrend of
domestie relfinling capacity in relation to demand.

The committee is also delineating the eleéements
esgsentlal to a healthy domestle refining industry capable
of meeting the natlon's supply roguirementc.

The Government Folley Taslk Group is dnvestigating
verious governmuental getions that could induce increased
donmestle refining congbtructlion. In dolng so, they are
addressing themselves to the issues lnvolwved in the natlonal
securlty considerations, namely, import poliey and spare
capaclty needs, policles as %o LNG and SNG, balance of
payments conslderations, Cabotage Laws, such as the Jones Act,

cargo prefersnce legislation, foreign silting incentives and
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and the effects of the demands of forelpn host countries.

The Economics and Environmental Tasl Group Is
studying the reasons for the indicated shortfalls in domestic
refining capacity includlng the economles of constructing on
offshore and onshore refining sites and coastal versus
heartlaﬁd considerations.

Necessarily;'this involves consideration'of such
factors as domestlic and foreign income taxes, avallability of
financing, cost of fuels, cost of construcfion? site costs,
problems of crude avallabllity, assurance of fubure supply
and the uncertainties surrounding United States import
policies.

In addition, this task group is looking into the
environmental considerations involved in new refining
capacity with 3peqial attention to site availabiliity, Sulfur
and lead removal and effluent consrols.

The Facllitles and Technology Task Group work is
veally in two parts. Plyst, through a comprehenslive
questionnaire they are gatherling data on present refinery
capacity and conditions, domestic capacity under construction
and planned and the historical trend of refining construction.
This latter point includes construciion, consolicatlons and
abandoned capacliity.

With all of this deta, the Tagk group will make an

L)
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of capacity versug demand with partlcular attentlon
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to the historical trend over the last {ive years and
projections out to 1985 based upon the continuation of past
and present trends.

The second part of the task group worlk is fo update
the refining materlal that was part of the Hational Petroleum
Council report, "Impact of New Téchnology on the Unlited
States Petroleum Industry 1946 ﬁo 1966 which was lssued in
1967. This.partlof the study will include an evaluation of
the obsolescence of present refining capacity. uncertalnty as
te how to design new refineries and conVersioﬁ of refineries
to an alternate product zlate,

Lastly, the group is lookilng into the transporta-
tion and storage facilities necessary for the operation and
gxpansion of reflining capacity.

Mr., Chalrman, the work of the Coordlnating
Subcommwittes 1s well on its way. The task groups are on
sahedule. We hope to have this report completed by late
EUTLE oF 1973, Thanli yow very muci.

MR, WRULD: Thank you very much, Orin. I there are
no questions or cowments, we have a speclal opportunity This
moriiing to hear from General George Lincoln of the 0ffice of
Emerzency Preparedness and we are honored at General Linceln’'s
presence, (General.

REMARKS OF GENERAL LINCOLN

GENERAL LINCOLN: Honorable Chaleman, members of
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the National Petroleum Council, pentlemen and -- these lights
prevent me from seeing snybody, but I hope, a few ladies. All
of us need to join the‘women*s 1ib movement these days.

Secrebary Morton, last night told me it would be
all right to take a few minutes to counsel ﬁith you on the
problems which.he and T share with a great many people here
and that ﬁroblem is assurance of adequate heating oil for
the heating season,

Ndw, as most of you kno’ﬁ3 the emergency sign is on
my deor and s¢ I grasped this'opportunity to talk briefly
to you who share the heavy responsibllities that @o home 1s
cold this winter.

I reesll the Lfirst tlme T had the privilepge of

addressing this distinguished group. It was a little less
than three years ago. 1t was Just after publication of a
report that a few here may still recall by a cablnet task
forcee on the oil Import progran and X rememberﬂﬁ-was
Introduced by the fthen-chalrman with.a commentftﬁét I was
a fellow who was very much on the minds of thosc“hére preseit
and I was able to say, vhen I opened my remarks; ¥hat I

Lo, A

noticed that the chairman had not said that I was very much

L

in the hearts of those there prezent.
Well, U come Hto appeal to both minds and hearts.
Most of us here ale avare ol Che sgpeeial situation about

heating oil. Our economy has boomed and so have emizsions




14
gadgets on cars with a conSequéntfincreased reguirement for
gasolinek

A yvear ago last August I was charged wifh-the 90-day
freeze and that froze gasoline prices high and it froze number
two oll prices low and that situation for which no one, I
notice, has'asked the Price Commission formally for a change,
certainly not for gasoline, people, I guess are thankful for
their blessings. That situation, coupled with the high
gasollne demand and, hy the way, we flpgure that over 300,000
barrels a day of that has come from new environmental
requirements, started us int§ the heatilng season with low
inventorliecs and I also recoghize and so do other people that
frozen prieces are a dlslncentlve to inventory bullding.

4

Heating oil productlion did continue to lag at the

fieat part of this heating season and that heating season has

thus far been colder than normal.

tha Secretary of the Interior and I have, in
geveral statementg peinted out to the lndustry the problem we
have to surmount and gach of you who_are rafiners have
racelived the weather bureau’s 90-day outlook whilch, wlth a
60 paercent reliability they say, foresees abnormally cold
weather in the heating oll area through February.

Now, most of you heére, I hope, are aware that the
administratidn did,last Friday, relax import arwangementsrfor

neating oil to include Lifting the Western hemlsphere




restrictions on import of such oll hy deepwater terminal
operators.

In ‘éase you haven't seen the actions, I have asked
that Friday's press release be made avallable to this
gathering but all of you who are informed kriow that the
heating oil regulrement for this season ié golng to be met,
has o be essentially met by the efforts of ths refining and
of all of the_distribuﬁion portlions of the indus#ry,

In addition to studying the statistics.and commenta
and some of them are confllcting, I've talked inithe pastc
Hwo or three weeks to on the ovder of 100 people_@bout the

heating oll sltuation. Sometimes the discussidﬂéﬁget a bit

ad homonum and even accusatory but in this situd

fions we need
+o rise above that approach. The shared objectiﬁéé for all
of you somcalléd "majors" and "independehts” i§fﬁhat no homes
La eold thls winter. 0 course, the stabesmanship which T
de believe this lnduastry possesses 1s to review production
and diztribution patterng 30 o assure that.this-is the case.
Now, there may be some special problems and one
‘may ke 1in the upper midwest vemporarlly where distributlon
pabierns may not have adjusted to this new situation and
where I personally observédp by the way, last Frlday, that
the weather was c¢lear and abnormelly cold, In fact, in
minneapolis, I immediately noticed that in conserving their

breeding stock, why, all the brass monkeys had been taken
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indoors.

But I am sure that the great oil industry certainly
has both the capécity and.the resourcefuiness to deal with
this situation.

' Followiné these recent alerts from the Department
of the Interlor and from my office, the reports do éhdw an
encouraglng inc¢rease in refinery utilization and in heating
0il production. That increase ié not yet enough for adequate
.1nsurance g0 just have a look at the fellow ﬁext to you and
'share with'him the knowledge and the responsibliley that the
country needs at least another four or five percent of
heating oil prodnction wntil -- at least unGlil the Weather
Bureau modifles lta frosty oubtlook.

I have mentioned that I am aware of.some coitcerns
over price but many of youw, not all, by the way, ‘accept that
-the adeguate supply is now the overriding objectifé and there
is almo the matter, I recognize, of cruds supplyu .But the
annouaced extension of 1972 allocatlons, coﬁpléd with
permlssion to draw on bthem immediately, should”dé&l with that
matter,

There are 2 couple of other 1ltems whigh_need
mentioning, but ln this short term sltuation and for the
1ongewlterm. It Jusi does not make sense o be burning
heating oiil for purposes Which are not necegsary. One of

the problems ls, of course, the input of new envlironmental




17,
regulations and we are still & noncharted territory in this
endeavor. When homes are threstened with cold, reviews of
environmental asplratlons should be quick by-local and state
governmenté to recheck the priorities,

There 18 another and related matterf Your industry
should lead in energy conservation because you should know
best how to conserve and in the tight sltuation for the
foresceable future you are going to sell all the heating oll
you want to make in your reflneries. Hence, you should be
telling consumers how o cbnserve heating oll.

I have already, by the way, gotten my log cabin in
Coleoradeo rechinked and 1% helps., Enerpy conservatlion can
make the difference this winter bebtween the supply problem
and o normal situatlon, despite the gesoline binge that we
have been on. Snergy conservatlon can give'us the eaulvalent
of seversl Prudhoe Bays, Prom which we have yet o get a
parrel, halore any middleag@drpetroleum executlves here
are retired. The counbry needs to seek g rising guality of
ith less enerpy consumption and the energy people are
1ikely to know hest how to do 1t, so I ask that you joln the
crﬁsa@e. |

1€ usilities would quift veakloading with heating
0ll and encourage people (o conserve in peak load times, The
public interest would be better sexved 1ln the immedlate

future and I hope that they are all urging conservation
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during peakload periods, ﬁhe same-consefvation that L urge’
to you.

Now, returning in clesing to my main ﬁurposes we
have & heating season problem. .It 18 to be solved by some
increased production of heating oll, more than.now quite
practical, say mﬁ figuring P¢0P1@ snd it is to be doubly
insured by successful conservation and environmental actions
and T ask you to conﬁinue and Lo accelerste the effort as a
Tirst priority'of managenmenc and I'11 close by saying that
I have confidence, based on the TESDOﬁSéS in the past and the
reéponses thus far, in the adequacy of what 1s going %o be
done, and I do, again, express my deep gratitude for the
opportunity to make this summary statement to this
Aletingulshed group.

Mr. Chairman, thank you very much.

MR, TRUE: Thank you very much, General Lincoln.

As Jake Hamon explalned previously, the National
Petroleun Council was asked to supplement 1ts previous
coabed study by eramining the guestlon of securdity of
investment in overseaé and doméstic of fshore areas and the
question of navigation in coastal waters and intefnational
atraivtae. Del Broclkevi had formerly been chairman'of the
Commlttes on Petrolewn Resources Under the Ocean Floor,
Since he has webilred from the Council, I asked Wil%on 5. Séott

to chair this commiittee and he agreed. Mr. Bcott is Board
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Chairman of 'Tenneco Oii. Scotty.

MR. SCOTT: Dave, Cecll Clmstead has been doing
most of the work and will give the report on this committee
this mornlng. | |

Cecll? There you are. Would you come up here?

MR. OLMSTEAD: I won't go any place Jake Hamon
doesn't go.

(Laughter.)

REMARKS BY‘CECIL J. OLMSTEAD

MR, OLMSTEAD: Mr;‘ChairmanD Governor Hathaway,
members of the National Petroleum Counclil and guests. Coming
back with s Turther report on this subjeet reminds me of the
Gitys and Dolls scene 1n which there was a view of the oldest
permanent established floating crap same in Washington.

That 18 the way I feel about coming back with another interim
raport on Seabeds and Law of ﬁhe sea.

We are delighted that Mr. Scott is goihg.to chair
“the Main Commlttee on this subject. Ifve worked with him in
other areas and I know anything he puts hils hand fto comes out
well,

Secretary Hollls Dole of the Department of the
Intewrior, by letter which Mr, Hamon read excerpts from,
requested Murther study and roport Topr wse iﬁ.preparation
for the scheduled 1973 . and 197% Law of the Sea conference to

be convened by the United Hatlons. You will recall that the
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Counecll had responded to a prior study request to assist
the Interior Department and other government departménts
in formulating their posture toward the development of
petroleum resources of the oceaﬁ floor.

The baslc NPC study was published In 1969. The
supplemental report, issued in March of 1971, anaiyzed the
U.8. dreaft treaty on the international.éeabed area which had
been submitted as a workihg paper to thg United Natlons
Seabeds Committee.

Tn the 1971 report, this Councll endorsed -~ without
any elaboration - gertain principles conbtalned iIn the
President's scatement of May 23vd, 1970 on U,S. Oceans Policy,
indluding the integrity of lnvestment, the compulsory
sottlenent of disputes and the protection of The oceans from
pollution.

The current request of the Interlor Dapa:tmanc

soeks Turther study in three very spseifle areas. The {irst

R

1o novigation in coastal waters and‘international straits,
The second 1s-the security of investment 1ln overseas and
of'fshore areas, including the compulsory settlement of
disputes.

The third area 1s pollution control &nd.énvironm
mental conservation in offshore operatlons including marine
transport and petroleum expldration and development .,

Silnce these specific questions are being approached
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e a matter of preparation for a 1aw_of the sea conference,
the Legsal Task Force of our cormmlitfee was-reactiviated to
prepare drafts on each of the requested toples. Thls task
force has met twice and its draft working papers on each
topie are in advanced stages of preparation.‘ I might aay
that group will meeb again on Wednesday or Thursday of this
week.

A conference and convention on the law of the =ea
will provide a distinet oppdrtunity for achleving results
ﬁhich could.bé vefy heipful in solving the energy problems
which face thils country and the members of this Councll.

The toples whiech the NPC has been requested to
report further on are of the ubmost lmportance to the elforis
of the petroleum industry to'supply adequate energy in the
coming yeafs. Inproved stability of Investment ‘in foreign
offshore areas, assured freedom of navigatlon and transport
of oill and international pollution oontrol'requirgments that
are both realistic and reasonable éduld céntribute.substanu
tially to solutlons for the world's energy dilemma.

We hope, Mr. Chalvman, that the NPC report in this

3
+
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0 will malke such a contributlon. Thank you,
MR. TRUE: Thank you very wmuch, Cecll. I under-
stend that the ~= here he comes now ~- the dlstinguished co-

chairmen and Secretary of the Interlor, Rogers B. Horton.

(Applause.)
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Gentlemen, it 1s a real pleasure to me to lntroduce
a gentleman who I am proud tp say 1s a close personal friend
of mine. He is also Governor of mj state. He has served in
thls capaclity for slx years. He 1s now at the midpoint of his
second term and he speags to us today as lmmediate pnast
Chairman of the Interstate 011 Compact Commission. Priocr to
being eiected to the governorship, he had a distingulshed
céreer as a lawyer Iln Wyoming.
1 am most pleased ﬁb present Govérnor Stanley L.
Hathaway. Governozr. |
(Applause.)
REMARKS PY GOVERNOR STANLEY E. HATHAWAY
GOVERNOR HATHAWAY: Thank you, Mr. Chalrman;
Secrebary Movton, Secretary Dole, dlstlngulszhed members of
the Hational Petroleunm Counciln_it is indeed a pleasure for
ma to Ke o member of this body even bthough for a short time
o my tenure ended sz Chalrman of the Iﬁterstate 013, Corpact
Commissibn in Heouston last week. We appreciate the
opportunity of beling vepresented upon the Council and I
sincerely hope that iny successor, Governor Brucé King of
New Mexico, mey become a member Qf this body.
I am rather proud of the Chéirman of this
orpanizabion. He 1s one of the gﬁ@at independent'pil
operators in the country, I think, and in addition to hils

duties 88 chairman of this organlzatlon, he serves as




President of the Board of Trustees of the Universlty of
wyoming and that takes a good deal of time. In befween all
these activities he has been able to discover a couple of
new oil fields in the last three months, one 1n Wyoming

and we are grateful for that.

If Senator Hansonris In the audience - he was due
to be here this morniﬁg -- I'd 1llke to pay my reSpécts to him,
I think he is one of tha most knowledgeable and articulate
gspolkesnen for energy problems in the United States' Senate.
We are very proud of the contribution that he has made.

As you know, the Interstabte 0il Compact Commisslon
ig dedicated to conservation. It has been 1n exisbence since
.1935. It 15 made up of representatives of the repulatory
nodles, 01l and Gas Conservation, 29 stafes, vepresentatlves
of the oil and gas industry, and I think it has done a
trenendous job over the years of assuring maximum%recovery
of oll and gas resources and T think their Jaob wiil be even
Tavper in the yeaws (o come with the necesgiltly td conserve
a1l of the resources that we can.

T would like to compliment thils council and
congratulate vou on the quallty of the Energy Outlook study.
T have had on opportunlty to read the Summary of this study
and. I think 1t 1ls an excellent basls for the making of
decisiona that have te made very soon now, 1 sgee that is one

of the'major domestic problems the President and his
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administration has %to deal with but I think that your study
gives a firm foundation of options for the making of tough,
hard decisions.

I would like to visit_with you for a few minuteg
this morning about the energy outlook In one of the natlonfe
50 states as it relates %o thils study, as itlrelates %o
environmental problems, economic problems, water problems and
political problems.

The 3tate of Wyoming could be the energy capital
of the natlon., It ranks very high, as you know, on many
energy resources. For example, we rank number one in coal
regserves with an estimated 250 billion tons. We rank
nﬁmber ortie in the nation in uranlum reserves, although not
a% this timé in preduction. We wrank no less than fi7th in
oll shale reserves -- oy thled, excuse meg —- someﬁhere
bebween Colorado and Utah. We rank fifth in the nstlon
in petroleum producilon.

Flve yvears age I had ny econonmle davdlbﬁmant
department do a atudy on mlneral resources. It was done by
© Gzmeron Eapilneers and they took a very pessimisgtilc view of
the Ffubure of the petroleum industry in Wyoming. Tﬁey
pradicted that within five years we would sharply;decline in
patroleun produetion.

Ye: have discovered three or four oll flelds since

that time and the total pebtroleum production in Wyomlng
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continuves to rise and I suspect that our state I1s typlcal of
many Rocky Mountain states that can make a gréat contribution
in new energy supplies if the incentive is there for
expléfation and'development snd I think this would be a very
poor time, for example, to reduce the depletion allowance or
to attack, again,.intangible drilling costs, because these
matters seem important to me to encourage new exploration for
0ll and gss.

I have, Mr. Becretary, worked with three
Secretaries of the Interior with respect to an oll shale
policy and I belleve you are finally going to get it off and
running and we are encouraged about that.

These great ressrves in ¥Wyoming, Uhah and Colorado
could go a long way to solving our problems. In my judgment
we will not really find out what all of the environmental
problems are, or the economlc problems, until we actunlly
have some developmental projects, until someone is actually
mining oil shale or taking oil from the ground by the
in situ process and I really hope that in the next two or
three years we will see these kind of developmental projects.

With reapect to uranium, desplte the nééd for more
nuclear power plants, we have had a2 uranium mine shut down
1n Wyomlng 1ln the last six months because of the low price
of the yellowecake and I suspect that a greah more uranlum

reserves can be found in Wyomlng 1f the incentive is Chere



to drill the holes and to develop these resources,

In the mabteér of coal, wé thought cpalp King Coal,
was dead in Wyoming a few years ago when the steam enginesl
stopped using 1%, but our coal production has'about tripled
in the last flve years and projectlons estimate ﬁhat we will
be mining as much‘as lSO_million tons by the‘yeér 1990 and
that couses some of the envirommentalists in my state to pet
uptight because they think we are going to be dlsturbing thé
entlire surface of Wyoﬁing.

We projected that if we did mine 150 million tong of
coal for 50 years, we still ﬁould have touched iess than
one-half af one percent of the state’s surflace anhd we think

4 o’

e can rehahilitsts that with surlface mining reclamatlon.

The envlronmuental problens aré‘tough but T don'e
think theoy ave wunsolvable and I tend to whink that o lot of
politicians have overreacted vo those radleals ian the
envirdmmental movement who helieve that we can completely
shut down the American ccoromy and et we shouid not hawve
any more development.

We are proud of our euvironmensu in Wyoming. Ve
think that we can develop the resources and protect the
enviroament at the same time; despite those who talk about
the merelless killings of eagles snd coyobtes and et cetera in

a9

Wyoming, we sve also proud of our wildliife and we have as

a3

mach of it ag oany stabte In the nation.
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As the Secretary knows, the sheep people are a
little uptight. They have zll got bunperstickers on thelr
ecars now that say, “"Eat Lamb, 20,000 Coyotes Can't 5@ Wrong."
(Laughter.)

But

=

v seems o me bthat with adequate environmental
controls, the natlon can claim these resources and we stlll
can protecet the ﬁurity of the air and the watef. That has
been the goal of my administeation end we passed an Alr
Quality Act in 1967 and we had Alr Quality standards before the
federal Govevrnment dld. We have been working on water quality
for 15 vears. We really have‘no severe wabter guallty
problems,

Tn 1969 we passed the Surfoce Mining Reclamatlon
Law, one of the first in the Wesgt. It requires the sloping
of the sides of stripmined aveas. It roguires Che removal
and replacing of top woll. It requlres revegetatlon. The
Federal Government does not yet have s stwlomlning law bul
T oom sure thav they will goon.  We think that we are on top
of the problem and in a stabe that is polng to see a lot of
strlp mining.

Well, one of the wresl key factors in all of this
business is the matter of wabter. I think your report 1s
probably o minimal on the pobentlal of coal to gzs conversion.
"T"his resourece, the technology is now here and 1t could be

developed very rapidly but il 1%t 1 golng vo be developed in




28
states like Wyoming and Montana, the?first and largest problem
1s that of an adequate water supply. They tell me it takes
about 8,000-acre feet in éonsumptive use for a.coal ?o gas
converslon plant., It take; ahoui; 25,000 acre feet for a
2,000-megawatt power plant.

The ¢oal resources in Wyomlng -— Northeastern
ﬂyoming snd Southern Montana lie in a very arid arca.
Despite the faect that thoe Noythwest power ztudy indicates

10,000-mepawatt power plants in the

o

‘that there will be
Powder River Basin by the Year 2000, there isn't any way that
tlhiat cowld happen wlthout sZome traﬁsmounﬁain diversion of
waver. 'That means bringing woter {from the Big Horn River

and the Yellowtail Dam over into the dry areas of Northeastern
Viyoming and Soubthern Montana.

I congvatﬁlate Secrotary Morton and hils staff fopr
initiating a total resourvece study of this orea which I
sincerely hbpe wlll include a serlous study on the waber
problewns,

T bellieve that we can solve the ali pollution
problens, that the teechnology Im now present to permlt elither
cﬁalwtmmgaé industrles or new povier plants to meet alr
qualitcy staundards. The water problem does not seom o he
auvere - the water pollution problem, that is -- and L think

that the surfoce mining reclamatlion problems could be solved,

But viless we ave ready Lo lay oub a bllllon dollars or so
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for pipelines and facilities to bring water into those kinds
of dry basins, we really won't see full utilisatlon of the
coal reSourées and I am encouraged that Interlor is leadlng
the way in a study that will study all of the resources of
thils area, Btﬁdy the environmentsl problems and the problems
of agriculture and, hopefully, flnd a Way to be a cataljst-
for bringing in the wabtewr supplles that will be necessary.

We are like most states. Ve have a 1ot of.éeﬁpién
that spealk out pretty Jloudly and sometimes rather abusively
and arrogantiy about the environmeni. I sonsidewr myselfl an

environmentalist. I& I were to fake actlion in my stabe

A

government that destroyed the guallty of our air or water,
I would be Golng a dlagervieo o the éharg, tﬁat7I have.

But 1t seens to me that we must find the balance
and the roube to bravel bebween those in the.envirdnmental
movament who would care lesp aboub any development or any
.raal care sbout Lhe energy proﬁlems of thisﬂnatioﬁg'and thoge
who would explolt without taking.proper care of the
envivonment.

That iz o tremendous challenge, I‘think; perhaps
the challenge of %hls decade{igo find a way that this nation
caﬁ develop ity wesources, fulfill 163 needs without
deteriorating 1is environmenE;]

Tt would be helpful in the case of one energy svate

to heve the Federal Government spaak out & 1little more
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cliearly on soiving_the energy needs. Ior example, we have
a project in Wyoming that 1s scheduled to go off In the next
year called the “Wagdn Wheel," nuclear stimulation of natural
gas and the people in the county where the Wagon Wheel 1s
located are up pretty tight about it and no one has really
told them that this éxperiment is necessavy, No one has
501d them‘that 1% should be done for the benefit of thé
nation and those people are red-bloodad Ameriéans‘just like
we all are and 1€ they thought that 1t was'réally-making a
contrlbution to the natlon™s energy crisls, they ﬁould Iook
at 1t in a much differcnt fashion. Instead, they look av it
somewhat in the line of exploltatlon by a privaté industrey.

e same sort of feeling exists in people In an

area that may have & gaseous Aiffusion plang, & uraniwm
enrichment plant. If the Fedeval Goverﬂment sald, "We need
0 have o urantum enzdchment plant and this loocks like a
good loeation for 1%,Y the local people would teke a much
different ouiloolk on thatb.

The resl problem in o state like mine, with & small
nopulation, iz the fear of belng overrun with people. Ve
only have 340,000 people and we throw In a few antelope and
deer ©o pget that count. S0 they don't really want anyone
eloe to come to the state. They'd Just be satisfied, most of

them, 1f our population stayed the same. some of them would

like %o see it drop. So when they hear of plans, for
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example, to have a gaseous ¢llfusicn plant that might bring
-in 5,000 new employees, they get uptight about it and here is
_the area that I think the state and local government needs
gome lead time aé well a3 industry. We nead to know about
when a plant like thisis'géing to come on the_line,‘when
construction workers_are going to come in. There have to be
plans made for educabtional facilitieé, for health facilitles,
for housing and these problems gan only be solved with
planning and we have to have some dates and some decisions ©o
do that planning well but I am convinced and I sincerely
howe that we can sSpeeG up oﬁr domeatic production of enerpy.

I mot o Little wptight mysell when I went to Russina

laat yveor and Found out that they czpect ©o be totally pelf-

al ._"DJ‘

sufficlent in enevpy within the next five years. And T

worry o Little bhit aboul spending $80 pillion over there to
bring ligulfied aatural gas to this couwntry. IT 1t is really
going to cost $1.50 a foot;'they tell me thot is less than
the'price we con produce pgas fron eoal coaverslon. So 1t
scoms Lo me vhat we have some domestile prioritieﬁ'here.that
gonld he sev To inerease our own'pctenﬁial.

You have done o magnificent job in laying ground-

woirk Por all this that must bho dons da the study that you

- o

hiave ini

—~

daced. 4 congratulate yeun Jor 16, L congratulate
The Bseretary Loy his e

Let me aspure vou that one of the natlon's energy
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Thaok yvou very much.
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produsing states is rveady to do 1ts share.

MR, TRUE: Thanlt you,; Governor Hathaway. I am suve

vou gentlemen can understand why we in Wyoming are so proud

of our Governor.

Tt 1s now my plessure to introduce the distinguished

Government Cochalrman of the National Petroleum Council, the

Honorable Rogers C. B. Norton, Secretary of the Interior.

Mr. 3acretary.

(Applause. )

REMARKES BY THE HONORABLE ROGERS C. B. MORTON

YONORABLE MORION: Thank you very nuch,

Governor Hathaway snd Dave and officars

Gene, and gentlemen.

Lost ndeghs T hed & geeat oppor
preeat privilerz to present on mwaw{ ior

e

of the Counclil, Hellis,

tuaity and 1t was a

distinguished service

to Hollis. T'4d also Like $o say ond add this morning that

vun apen vowry proud of the gerviee that Gene Morrell has glven

5

o the Departwment i bis capaclibty as head of the 0fflce of

013 and fas and he has donc & real greab

b

to kesp him acound but I uvnderstend that

I

and bebtter things iIn the Tuture in sbore

whatever capaciiy, Gene, all the luck in
We seem Lo run in eyeles in my

onece whea I first sbarted Farmlog ii yas

job. We would 1like
there are bigger
for him and, in

The world,

life., I remember

just about the time
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the tractor was beginning to dominate the scens and the
mule and the horese weire pﬁased out'and I had an old river
boftom farm that I bought for $1S an aere. L'd be glad to
buy 1t back for that today. T ralsed corn on it and the
soil was fairly heavy and I had a one-horse ridlhng cultlvator
that was made by B. ¥, Avery and COmpany in Louisville and
it worked pretby well wntil whenlwe got into therheavier
solls away from the xriver aﬁd then iﬁ was about all one
mule could do to move 1t through the ground and I decided to
Sy to.go out in the country and buy a maté'to the mule that
I had and that was onelof the finest mules I think i gyver 4ld
own. He wasg a she-mule ond in mules That doesn't really
make a holl of a lot of differcnce.

And 1t was 5 sort of a dapple grey a2nd stood aboutb

17 or 18 hands high snd wap really cuite an anlamzl, One of

a rastus plow thraugh tobacco, she never stepped on a planv,
Se was probably one of the fivst great environmentallsts.
She was most carveful about how she dlsvurbed Ehe
onvironment and a3 a result, was sought after Dy all my
eipnbors $o work thelr tobacco when the plants ﬁére young
and tender. |
T went up to the Blucgrosn seetion of Kentucky and

I heard about a dapple grey mule. There 1s something aboub

mules that they do betier 1f they both are the same colop
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when you wofk them together. This dates way back before the
Clvil Rights Act of 1964 but nevertheless, 1t's kind of
nicer; too, for the mule driver.

I heard about this mule and I‘heard about the man
what owned him and I went to see him; I drove my plck-up
truck up thers and —-- which was extended with racks and
everything so that I could haul a mule if L was-aﬁle to buy
one. And this wag the best-looking mule T ever saw. It was
a great blpg strong mule and I took him but and he had a
single~tree gagon and vwe hitched the mule up to Che single
tree and I worked the mule, backed the mule, turned thr mule.
Hes respondeﬂ parfectly and flnally I saild to the [armer, T

sald, "How much do you want For thin mule?” He sald, "1'11

take $50 fow him.!

Well, T ashould have reallzed the situatién thai X
was in and pobtben in amy truck and drivcn off, hut I was kind
ol new ab the pamne. A& mule ought to have broughi about $300
on that market .

T bought the mule and after I pald the man two $20

pitls end a $L0, I said, “Now, I bought this mule Tor £50.
il 3 9 >

_ty

It should be 2 $700 mule. What's wrong wiith £?"  He sald,
"Well, he don't particularly po along wilth other mules.”
(Laughter. )

Tut he was an industrious mule and he was the kind

" of & mule that wanbed to keep going and I notleed when he



was going down the edpe of the [ield where I was driving
with that wapon, he wasn't conéerned about whether he ran
over the first corn row or not and I thought,-well, I've got
a mule that wlll be a very good teacher for him to teach him
not %o étep on the corn, not to step'oﬂ the tobacco and go
down between the 1rows.

so I ecalled him Shelicon and 1 boupght him to come.
hack and werlk with Buttercup and I Took sefiously whiat the
farmer said, but I had a tenant who was an extremely good
tgacher of mules and really sort of felt that he had a genetic
kinship to them and 17 you looked at him carefullﬁg youid
see what I‘mean.

So ¥ brought the mule hack and the tenant, namad
Buster, fell in love with thisz new mule and Said;;”WG've
really mot us a teaﬁb aintt we?" I said, “ﬁé;reaily got one."
Tomadd, "he mnly thing I can tell you 1s thatwthis mule is
not supposed o pet alony oo well with other mulés and you
pipght be a 1ittle careful in how you hltch thése-two mules
tomebher for the first time.”

He says, "Miak nobthing of i€, boﬁﬁf”* ﬂe sald,
tTe ) cwork othils mule with this cultivator by himsélf awhile
and get him good and tired and then, X know hgwftq handle
mules, 1 think like a mule myseld and f will be dﬁl@ to

communicats sufficiently in order to get these Two mules

working in harmeony to pull this cultivator through the
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heavy soll and cultivate the crop which is necessary Lo Reep
this farm golng."

About‘a montih later, I went up %o farm. I got a
three-day pass from the place where I worked and I went to the
farm and I couldn't find Buster. I couldn't find elther |
muie. I saw a rather sizeable hnle kircked in the side of the
barn and I saw some scrap leon scatterad oround in the plsce

where we formerly keépt that riding cultivator. Nobody was

There.
80 1 went baclt up the hill to the llttle town where
the Tellow up there who was the jack-of-all-trades, he ran the

L)

general store, did a litbtle embalming on the side, barbershop
work and a Little legal counsél, sort of, in 2 mooﬁlight
‘fashion. He wag plaving pool when 1 arvived and I sald,
"Jake, I want to Tind oub some informetion.™ T &axd,

"Where is Buster?" He sald, "Well, he went to Cévrollﬁon %o
the clinlie. He got hurt o little bit in a livile accidént
down to the farm." And T said, "Well, what haprened down
there? T went down Ghere and couldn’t find my livestock and
couldn'tv Find the culﬁivatcru“ He savs, "Where in the hell

were you wnen Buster hooked them two mules together?" Well,

was ab PFort Krnex. bhubt 1t didn't work.
2

P
@
)
s
e
[

And that ig about what we have got now with the
encrgy industry and the eaviroamentalish. lave you ever

thoupht about that? I have, and Ifve laid awake nights
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thinkinglubOut.it‘and I couldn't ogree moie with_
Governor Iathaway ang hié'Statement that we must seek a
walance and, of course, you have_heard ﬁe say this many
times and one of the great'aftiCulaﬁorﬁ of that concept
was the late Dr. Pecora, whom we migs terfibiy at the
bDepartment. He spent his life seeking,therbaiance'thab we
need. | |

I think that whﬁt I would like %o do this morninpg
is In no way trylng ©o pfeempt the'President’ﬂ Mfssagelto the
OngEress wﬁich wlll gsoon be fortheomlng and wlll sooh be
hefore wus all to look at in terms of tﬁu goals we vhould
reach for in the oncoming shorbtsfm as well as longterm in
the whole energy field,

Mlrst, L would like Lo thank you for-ydur report,
Tihe United States’ Dneargy Outlook,™ whieh I thiﬁk iz  golng

o boe ong of the historieal reperts ever isiued by this

2

Govnedl. 1T 2 looklhg fTorward o really svudying it and
suudying the rocommendations Ghat are in 1t so that we can
see 10 wo apre on Ghe same track, end £ $hink we are and we

can see whal is involved In the dmplementation of new pollcles

snd new actlons that willl make somethning actually happen on

o
s
o)
2

ground.
VA diks So Just take s swing al some policy
iganes thal we ere toying Lo put toagether In such a way that

thoy ean be translated and tranomitted and commmlcated to
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all of our eonsticuenojeg, the pﬁg ite, the unérgy.inaustryb
other elém@ntsrqf-gevernment and so on, We are not 1nt crested
in encroachinglon the prilvate sector as you know but we are
commlited %o the publié interest_and thils iﬁ.itselflwill

qutre senaltive OPChfquauion and 2 keen sense of balance.
Ve a?e‘ﬂoﬁrint Geﬁ in Jmplnglnﬁ on the anegricy-
oft the environment but we are absolub oiv commit eG to snclal
and economic Progress.
I think-the other day the President sald a very
cogent thing and i'wouid'liké 6O quote_it. He gatd, "I do
not conslder the electlon to nave heen an m]dof“@ment of the

status gquo. Thab 1s completely contiary to tho Aerican

tradition. He meid, "Mhis is nobt a S“&LﬂLLTL] covntry., it
iz a gOmahéad Q untryn It is our tradition T ;un
beginning. YThe imerican people are nevor satisiied with
phines as they are.  %Yhe Am“: Lo pgopl& want change. 1L think

fhey want ohonge that works,. not radlcal ehangc, notb
dapbructive ohonge," he sald. YBub change that builds rather

RIEYN " s [P TR
than depbroye.”

{ L Uhiink

possive movements thabt we make to change the relationship

it has become indelibly fac udi what any

hebwams vhe works ol man arnd the enviconment will, consume nov

oniy dellavs bub wlll COQquG tho wtilimation and further

onversion of energy. / Nebody has gobt a magle wand  to make

substantive changes iu the atmosphere or in the land and
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vater envipronment of the crust of the earth without using
substantlal energy. Some of thls wlll be applied in the
reinvestment phase of new technology by substiltuting new
processes for old, by doing things‘a different way &and this,
off course, requires energy.

Some of the safety valves that we are constructing
are enevgy-users and I aﬁ disturbed about them. .For example,
if an automobiie akes 26 percent more gasoeline In order to
not polluté the air to the extent that 1t diﬁ.before, it looks
as though to me ﬁe'have robhed Teter teo pay_?aul.

£

Now, I reallse that in the ghort term, Tor the

En
it

maghe not his chief concern,

,_
o
=
Pude
&
foa)

gasoline vandor, 2
providing he can get plenity to sell, bubt over all, looking av
it from a custodlal polnt of wview, Ghis seems'to.me to he
getting uwp a trend In the wrong direction.

L am desply conceraned that we are not -~ coordinated
enough in the davelnpmént of use and ol supply and demand
asnechs ¢f an energy policy 2o that Wwe are proceeding down
the read tio development of techmologies soon anough whieh do

2

not rob Peter to pay Paul., For examdle, we afe in the
deasaltbting business and we are buildinpg o desalting plani in
ODrange Counwy ., California that is golng to he flred by
natural gas,

Thisz concerns me. Hoerve we are taking a flnlte

resource O gonvert another unlimited resource and I would
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considaer salt water in falrly good -supply on the planst -~ in
order Lo produce agalend product that is usable {or houscechold,
industrial or M and I waber.

Now, there 1z something about that combination that
scares me. We have moved throupgh the_laat 200 years 1In the
developnent of this countr»y to a threshold wherevwe are
looking from a roam of superabundance where the supply
pfoblem totally.has never been considered a problem other
than in the short term, other than in the development of
distribution systems to use that.supply and marketing systems
o sell that supply.

We have never roeaslly bthoupht of 1t as hejing finite.
Sura, nobody would say that thore wasn't a iimit Lo the
amount of oll or gas ov coal but we have never thought of 1t
in thogse terms. We have thought of it.in the terms of
develogment whielh has been right. We have thought of 1t in
torms of Astribution and marketing. |

Now we are looking intd a room where the dimensions
are Tinite and where there is 2 severe imbalance between the
amount of the different energy sources. qu, I think it is
absolutely right that we procged down the road of the
development of sopnistlcated techneleples, technologlies in
the use of géethermal stbeam, technoleglies in the use of e
certainly 1n the development of oil shale which, as

Governor Hathaway sald, we are trylng to get at now as a
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gevelopment of the more ésoteric and sophisticated uses of
sqlar energy, of new ways to malke elecﬁricity that are more
effidient and, ﬁew ways ©o transport electyricity more
efficienfly, ne ﬁays to do‘a lot of things. |

| s'But.ho mattér how you cut the mustard, your children,
iy children and oﬁr grandchildren, during ﬁhe end of ﬁhis
century or thg last quarter of thin century and cgrﬁaiﬁly
the {lrst. 30 or Lo years df the noxt‘gentﬁry.are goingffo be
wholly dependent on the'use of fossll fuvels aﬁd»if 1ooks to
me , and‘I douft have a Ph,D; in gconomy, but it Jooks to me
lixe the smart thing for the United States to do is to develop
a very strong anergy bhase for the next 50 years domestically
80 that wé Jon't sell out_our energy industry in main strect
Mbmerica to foreign capiﬁal.
.(Applause.)
'And we ean Jdo thisn Govefnor Hathaway has sald
That the 3tate of Wyoming ls fifmt in coal aund it ig, in fterms

of moserves, I Ghese reserves gre heavlly drawn upon,

chylously the cente? of gravity of enevgy will nove from one

place bo another and will cause certaln economilc and social
changasg in the aress where thiz coal is eaxtracved and. in the
arean where 1% is uﬁ%haf proceszad,

- thinl we have pot to bring‘the Alaskan pilpeline
into belng as soon ag we pdssibly can, and here is whére it

stands today. We awe in the Court of Appeals as most of you
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know, looking forward vto 2 deecision in the few weeks ahead
of us, hopefully before the end of thls year and I am in hopes
that we are going to find a favorable decision but 1if we
don't, of course, we will have to go to the next hipher court,
which 1is the Supreme Court;

As I look at the problems of the Aretic in Canada
and have read the artlcles that have come out of Canada
concernlng the difflculties that lie shead in the development
of even a coal gas pipellne to bring Arcblc gas‘into the
marketolace of the lower areas of the.continentg T am fortified
in my own consclence as to the rightness of the decision
that we made o go with the Alaskan roube.

I hope that the Jjudges feel the same way becauée

4

T oghink I would hate o lose one meore year of construction

season L0 it 13 not absolutely necessary to beglin to augment
our domestice supply with the preat domestic reserves which
we have Iin the Alaskan Avectic.

I think we have a few thingg to yeb resol?e as far
as the companies theamselves ﬁre cencerned in the technigques
that we are going to use to admlnister the stlpulatlons and
the controls, the environmental comtrols, but they seem to
pe all arcas where @ good, Sound commonsSsnse approach of two

Fd

people trying to get the job done together can take.

=2
Hopefully, we will see, in Canada, an sffort put

together by joint venture from Canadian and Amerlcan sources
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a plan for and a beginning and a construction of coal gas

pipeline.

i think in order to develop a decent energy base,
we have got to put it all together. It will require
certalnly changes in the economic incentives that are
necessary to bring more gas inteo productlon. As you‘know,
we are thinking about methods by which gas can be deregulated
and more equity between the wellhead prlce of gas on-a Btu
basls and oil, for srample, can be equated and which will
result in the productlon of more gmas, the exploratlon and
production of more suas.

I cannot agree mors with Governocr Hathawsy when
he says that those economic incentives must be there. oy

L5

la

some reason, there

1=

Teeling Iin the public, probably

o

transmitted to the public by people who tryl.to_oversimplify
In thelr reporting that the depletion allowance 6r the use of
divect cash flow for investment into the ground and further
exploration lg somehow kind of a sinful speclal interest
beneiflciary.

I don't know whether 1t is the oillinduﬁtry‘s
Tault or the government’s fault or the Department’s fault or
whogse fault 1t is that this is_nat better understood. The
name depletion allowance 4in many circles is a dinrty word.

Economic incentilves are always classified az loopholes. The

think I can't understand is how people are wllling to grasp
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at those concepts and at the same time realize that everything
we have, this building, these lights, thelr home, thelr car,
their mobllity, is dug out of the earth. It all comes from
the earth. And if we don't have an orderly process for
developing the earth's resocurces, we will 1ﬁevitabiy erode
and deterlorate a clivilization which has reﬁched for more
people than any other ecivilizatlion in history 1n terms of
o percent of bthe whole, a guality of 1life never before
achieved en this planet,.

Now,[g} we are golng to continue o provide an

enhanced opportunliy for a better quality of 1life, &t seems o
me that an orderly, well-plsnned syatem of dmveloping ouy
resources must be Kept in being and that really 1is the

P

challenge that iz before this Secrcbary as far as our
involvement in.this whole encrgy and resource development
spectrum 1s concernod;]l

T think we.have all got a job to do. We have

prown like Topsy. We Hhave not had the landmuse'planning

that we chould have had and.as a result we somc unmanageable
urban and suburban arcas that are difficult to povern. As

o result we have not lkent pace with the restoraﬁion Qf
Alusturbed avsas %o the extent that we could have economically,
bhut there never was a demand to do it and now there is.

So let’s pub ouvr heads together.Z/Let‘s malte sure

that othe envivonmental crisis doesn't generate an even
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more acute enerpy crisls by blecding off the development
and rate by which resources should be developed to serve this
eivilization, I think we can do it and I think we can do a
better job workling together in the area of education of the
public so that they understand the fac§§;7

Nobody 1s trying to deceilve anybody of anything.
Nobody 1s trying to cover up the fact that an open plt mine
acroas ny old native stata of Kentucky or Tennessee 6r
Virginla or Wyoming or the desert of New Mexico or Arlzona
or Pennsylvania is an eyesore. It is not in the interest of
hest conservatlon. PBPubt there is an opportunity now to go
with another ethic that will reclaim these areés within an
econcemic framework 17 we are not asked %o do everything
overnisht so that those lands will be agalin usable in a

second form for recreabtion, for housing, fox fubture

~

o
3

industrial sgites and all the rest,
There 1ls no gquestion shout the Tacet that we
cannots continuve dumping effluents of a toxle nature into

L

the watersheds. We are going to have to change that and we

are beginning to change that. DBut let’s do it with orderly
investﬁent wlthin the range of cur cepabilities and not
suddenly find ourselves sbtranped from the opportunity to
meke developmental and exploratory invesﬁments'in'the ground

because the eash ls not there and I think we can de that and

in the end, say a decade from now, we will have cleaner alr,
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cleaner water, a2 profitable industry and we will be back on

the road to the development of & domestlc energy base that

wlll be a good mix based on the Pesoﬁrces that we have and

will give us the opportunity for soclial and economie growth
and the enhancement of a quallity of 1llfe,.

If we will accept those commonsense policy pro-
jeetlons, 1f we will work together in trying to educate
people as to the facks not to persusde Lhe people awdy from
cleanliness or away from disorderliness or avway from dirty
alr or dirty water or however you want to express 1t but,
conversely., develop with them a way to go ¢o prcduce those
tind of results and aib the same tlme maintain the viablllty
‘of the greatest economy oh earth, we will have done for
ourselves and future generabions a great service. Thenk you.

(Applause.)

MR. 'FTRUE: Thank you, Mr. Secretary. Today, as
alvays, we deeply appreclate your taking youwr tlime to be
with ves a2t these meetings and we certalnly thank you for your
most oppropriate wemarks thls morning. The Counell looks
forward to contluuing to work wlth you and I personally look
forward with ccnsiderable pleasuvre Lo servlng as cochalrman
of this Counecil with you.

The fommithee on U.S. Energy Cutlook, which has
beén composed off over 200 repreaénﬁativem of ¢0il, gas, coal,

nuclear and other cenergy-related fields and a number of
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Tinancial expgrt; ineluding able goverument repregentatives,
has been conductingla comprehenslive energy study for %he
past two and a half years, I would'estimate-ﬁhey;have, in
turn, beatassisted by an additional iQOOO energy industry
technicians and this committeé has now completed its
asSignment‘and adopted ité fuil reporﬁ at a meetlng held
yesterdéyt |

ip, John G. MeLesn, chalrman df the Committee on
U.S3. Energy Outlook, is heré to give thé Couﬁbil-a
. prezentation of the ﬁommittee?s findingg wlth the assistance
nf Warren B. Davialwho_has ohéired the Coordinating Sub--
commitoee, He, McLean ig the beard chairman'of Continental
031 Compéhy. Mr. Davis iz director of ceonomics of Ehe
Gulf 011 Corvparation. My, MeLean,

REPORT O THE COMMETTEE ON U.3, ENERGY OURLOOK

MR, MO LEAH: Me., Chalrman, Vr. Sccretary and
membars of the Hational Peiroleum Commcil, 1t 1l our

pleasure to present te you at this btime a swwmary of the
report by the Committee on the U.EH. facegy Outlook. Sublect

Ho your spproval, the report wlll be puvbllshed by the

o

fovneil 1n Sthiree mectlong. Flrst, a suwmmary of the report

will be publiphed in the form already dilstributed 0 you as

PIEY

the repors of Lis Heilonal Petroleum Counell and we are

"

recommonding vour approval of thils summary today.

TR T

Second, bthe full report will be published 1In a
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separate, much larpger document as the report of the Council's

committee on the U.3. Energy Outloci.

The Main Committee unanimously‘approved this full
report yesterday afternoon.

Third, the detalled studies of the varlous task
groups wlll be published about April lst, 1973 as é collectlon
of separate documents. This morning we will plve you an
overview of the entire project. Attention wlll be directed
to the findings of the atudy, the implications of Lhose
findings and, third, reeommendations for a national policy
td achieve an improved cnergy posture,

Thig presentation will also be published st a later
date as a short gulde to the cnilre study. The presentation
Cwill require abouf an hour and 2 halfd and will make use of
about N0 giides. I will present certaln parts of.the

K]

macerial, Other seetlione will be hazndled by My, Davig, the
chairman of the Coordinating Suocommitica. This.éubCOMmittee,
wdaer M, Davis? teadership, has been ﬁne working gproup
responsible for lmplementing the policy deelelons of the
Main Committes, coordinating the work of the several task
groups and draficing vhe commivtee's reporss.

in Jaﬁuarys 1970 the Department of the Inberior
aiked the Natlonal Petroleum Council o undertake vhis

s

comprebensgive study of the U.S. Enewgy Outlook from now o

the end of the century. Three basic guestions were implicit
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in that request:
How mucli energy are we golng td need?
Where are we goling to getlit?
And what changes in government pollcles or
economic conditlons would contribute to an enhanced natlonal
energy posture?
In July, 1971 the Coungil issued an interim report.
This initial appralsal sgsumed that 1970 government
policles and regulaﬁions and the economic climate in the
energy industries would continue without major change in the
1971-1.985 period.
The inltial appraisal was not desligned to be a
forecast of what would oceur in the future. It was a setb
o prolections based‘on optimistilic assumptioas of what
could oceus without major changes in politlcal and economic
olimnnre,
ottt enerey demgud In thilz appraisal was projected
to dneipeass H;ﬁ poreent per year Trom 1970 o 19859 reaching
s Lowol af G0N gesdrilllon BTUYs  at the end of the pexnlod.
Povalga anerry supnlilos were projected to rise  fron
dE parocnt ol bobal gupply in 1870 to 30 percent in 1985,
] The findings of the initisl appraisal demonstrated
\_TK»-C*’_\’\
“whe slpniflcant chenges in the economic climate and

government policles are essentlal if the préesent trend toward

tightness in U.8. Indigenous enecrgy supply ia to be
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substantially altered.

The ' findings of the inltial appraisal were there-
fore used as a point of departure for appralsing how various
changes in government pollcies and cconomie conditlons might
affect future energy requirements and availability.

Now, this seconq and final'sﬁage of this study
which we are now submitting to you has bheen considerably more
commonplace than the initlal appralsal. Its completion has
involved the items shown on thls slide; although we already
had wvepresentatives of the oll, gas, coal and nuclear
industrles at work on the projeet, we found it deslivable
to add two new groups deallng with electrielty and water
nvsilabllity. ALl told, the study has involved some 65
crpewta dvawn Trom outslde the oll and gas industry and thelr
participation has added greatly to the conprehenplveness and
shorouginess of the work.

A ecentral Peature of this final report was the
identificotion of the varlious cconomle and government
policies which alfect the energy picture. Changes in these
policics was thea postulated and through a series ofrparau
metric studiog, the effects of Tthe changes o our energy
nogliion were estimated. As a rasuli ol these possibllities
Tor chanpe, shere em@r&md a waonge of possible outcomss Tor

demand and supply projecved through 1985 and these projections

represent one of the specific requests of the Department of
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the InGerior at the time the study was undertaken.

Tor reasons glacussed later, 1t did not suffice to
make independent projections of supply for cach fuel totsl
up those projeactions and then compare the total with ensrgy
demand to obtain the overall energy outlook.

Instead, a more invelved procedure was required
to develop the overall energy balances and thereby determine
the zmounts of lmported oilhthat would be regulired under
various condltlous.

The committee assessed the {inaneial impllcatlons
of its domestlc supply prcjeétions and the halance of bHrads
implieations‘of its import projections. The committee
idéntified those econonle and governmﬁnt pelicy optlong whleh
w11l influence the hation?s longberhn energy posbure Drom
1985 to the end of the century. WThis lnvolved analyzing
brond tronds affecting energy demand and supply and the
technological advances that are Llikely to vecur ln the next
30 yoars.

Thia longer Germ outliook ls highly lmpowrtant

#5

pecause of the long lead time

Al

y and dlfficuls prqblems
involvad in develoﬁing new energy sources such as‘solar
energy and nuclear fusien.

Lastly, and at the Department of the Interlor's
speclfic recuest, we sought to ildentifly those changes in

governmsnt policy which might influence the natlon's energy



posture.

Well, these analyses by the committee revealed that
a very broad range ¢f outecomes ln the nation's energy posture
1s possible by 1985 and for general perspectlve, we will
first summarize the.principal elements of these flndings and
next we will deal 1n greater detall with the indlvidual
Tuels.

The following conclusions can be drawn-ffom the
energy balances ccomputed for 1985 as shown here on thig sllde
and using ah intermediate projectlon of demand.

ivst, uander the most optlmistle supply: conditions,

=
-

which is labeled "Cage I' on the slide, domestic.oll might
provide 283 perceﬁt of total energy requirements in 1985 which
would 8611l repfeaent 8 decline {rom 31 percentfiﬂ 1970, If
present trends contlnue as in Case IV, domestid.éil wili_
"provide only 17 peréent of total reguirements in $985.

Under the optimiﬂtio conditions in CasefIs
domesntic gas cuuld hold a 28 percent share In 1955 down feom
33 percent in 1970. I present trends cnntimua; Gase iv,
the share of engrgy requlrvements met by domestilic gas wQuld
decliﬁe evan more sharply then oy oil, reaching-a,levél,of
13 perecent in 1985. |
Hydroelectrlic and peothermel power are expected to

hold o fairly conztant three to four percent of total enerey

to 1985, The share of tobtal energy vregquirements met In 1985
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by coal and nuclear ls about the same for all four cases,
29 percent to 30 percent, up from 20 percent In 1970,

Imports of oil and gas in 1985 will of course fill
the gap between domeastic suppiy capabllity and total demand.
Under Case I conditions, imports in 1985 would be 11 percent
of total requirements, roughly equivalent to what they were
on a percentage basls in 1970. IT present trendsléontinueg
nowever, as reflected in Case IV, imports in 1985 would
account foir 38 percent of U.S. total energy requiremen?slj

Now, these concluslons ére based on supply-demand

balaﬁces derived from Hhese Tfour supply cases and the middle
demand projection. DPossible fuburs encrg) suppiiea wera
derlved Tor the Tfour cases considering our‘basie_resource
potentials and how the fubture economic dlimate,aS'determined
by ﬁmvernmant policies would aiffect the rate Qf dévelopment
off these resoureas. ‘ "

T@@ hiph end of the calgulateé supply range for
each fuel, which is the basis for Case numbér I, woﬁld be
difficult to attain. It would r@quire'a %igorous.effort
fqatevéd by early resolution of controvefsies aboub
Cenvironmental lssues, ready availability of government land
for energy resource dGVQlOpmeﬂtn adeguabe eemnomié
incentives, and a highép deppes of success in Llocating
currently wndiscovered wesoureces than has been ﬁhe case 1l

recent y=arg.
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The low end of the supply raage availability which
is the basls Ffor these supply projections in Case IV
represents a llkely oubcome if disputes over environmental
issues continue to constraln the growth and output o zll
fuels, if government,policies prove to be inhlbiting and 1f
01l and gas exploratory sucéess does not imprqve over recent
resulis.

The two inteirmediate appralsals, cases:II and‘III,
were also develpped. Case 11, postulates‘greater,improvew
ments in the flading rases for oil and gos ;nd guicker
solution %o problems in fabricating and instslling nuclear

REmE

power plants than did Case I11.

o

Well, from this broad cverview of

the resulita of
the study, we wauld like o tura now Lo sone ol the imﬁmrtamt
Aetalls and for this purpose I will next call on
Mp. Warven Devis, the chairmeon of the Coordinating Sub--
commititee, Warren.

MR, DAVIZ: "hank you, John., I wonder if I might
ne pardoned for an aslde., I never thoughtv I wouid get a
sunburn at an NPC meesting.

I'd like_to tolk briefly about the demand
prolections and in a Little more detail about the supply
projections and, Tinally, in a little more detall about the

energy balances.

As Mr. MecLean mentioned, U.3, energy consumption in
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the initial appraisal was projechted at én gverapge growth rate
of 4.2 percent a year durlng the period 1970 to 1985, 3 _

The present study adopved the 4.2 percent growfh
rate as the intermediate casce as shown on this slide. From
this Intermediete case, potential variaclons of future
‘energy demand werelmade under.different sets of'technological,
politleal and economle assumptions. Four factors were
deemed to be the most signiflcant lonpg-range determinants
.of energy demand: {a) the econcwle activity as measured by
the gross natlonal product, (b) cost of energy ilncluding
cost-induced efflelency improvements, (e¢) populatlon and
(4) environmental controls.

From the background studles made, these four
factors in comblnatlon seemed o explaln most of £he changes
in the energy demsnd in the wast. The sensiti#itias of
enerpy demond relilstlve to these factors were estimated for
each mavket segtor and in thls manner a serles of enerpy
demand cases were developed for different sets of
assumptions. Since the number of possible vavlations is
extremely large, two projections were selected that would

bracket most of the likely eneirpy demand cases. We have

D"

called them the high case and the low case.
Tis nlide indicates actual demand from 1955

through 1070 and the three projectbilong are shown for the

period 1971 througn 19085.
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In 1985, energy demand is ecxpected to fall'within a
range of about 112.5 tb 130.0 quadrillion BYU's, up from
68 quadrilliﬁn BTU's in 1970,

The growth rate for 1955 to‘lQ?Orwas -- averaged --
3.6. Thiz compares wlth growth rate of 4.4, 4.2 and 3.4 for
the three curves that you see here. The generally higher
grovth rates projécted in the eqming 15¥year period reflect
the expectation that efficiency improvements in this period
are un}ikely to match the dramatic gailns of the 195% to 1970
period, especially for ﬁhe electric ubility sector. Any
restrictions on energy demand gfowth could preve expensive
and undesirable. Among other things, ﬁhey would glter 1life
stylesﬂ adversely affect ecmployment, economle growth and
consumer cholce.

Flectrloeivy iﬁ.expected i) ccntinue to be one of
the most ravidly srowing components of energy demand., A3
shown by the ﬁext pllde, consumptlon of primary energy by
thae electeie utllivy imdumtry isg expscted to grow Irom

1 guadriilion BIU's in 1970 to 44 quadeiilion BTU's in 1985.

15=-year period. The average annual growth raite for the
15~yvear period past, 1955 to 1970, was a little under 6.5

8 2

peraent., Electriclty’s share of tobtal encrgy is forecast

'GO
inerease from 25 percent in 1970 to 36 percent in 1985,

Now, at this point I would like to turn to the
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supply cases. The methodology used in developlng the supply
cases Tor the indlvidual fuels wgs done in this way. Relying
on the basic studies prepared by the government and industry,
the resource base potential of individual fuels was
determined. For this study, when we say "resourceﬁ," we
réfer Lo the amount of fuél in the ground inecluding that
that has not yet been discovered. When we say "reserves," we
are referring to those resources that have been delineated
and are capabla of belng developed for productlon and when
we use the term "supplies,' we are talking about quantities
that could be produced, say, per day or per year.

The next sbep is o aspume probable ranpes ol
actlvity. PFor example, in oll and gas, deilling and finding
rates that could be forthecoming in order o increase energy
supplies. TFor each level of geotivity, exploratlon cosbs,
operating costs and Investment requlremenis were calculated.

Next, the unit revenues or tGhe term price is used
here required o cover.costm and provide a range of returns
on investment were computed.

| I oaramebric studies made, the impact wag
dovermined hy varying the factors alfecting supply. Uhese
faetors included discovery rvates, operating costs and
environmental programns, and government policies on leasing
and taxation, awmong other things,

This presentation will focus on natlonal data from
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the study's findings. However, in the case of oll, gas and
coal, supply analyses were conducted on a regional basis and
the totals added up and you are looking at totals.

The application of this methodelogy for estlmating
future supplies of energy fuels is Illustrated in the next
several élidesu Let's 160k at oll and gas first.

The resource potential for oil and gas was based on
two studies, the NPFC report, "Future Petroléum,Provinces of the
Unilted States" and the Potential Gas Commltiee report
entitled "Potential Supply of Natural Gas in the Unilted

4

States." Ag indicated by this slide, almost 50 percent of

]

two~thirds of

o

@

o3

the nitimately discovergble il in pla kel

Q

the ultvimately discoverable gas s6lll remaln %o be found.

These esbimabes lnclude the resource potentlal of
the North Slope,., In dealing with most of the other factors
affecting suonly, the North Slope has beeun handled geparately,

Meny variables influence the supplies of domestle
0ll and gas thot can be developed and the prices that will be
requlred to make the develeopment znd productlon econoﬁically
Pensible. Two of the most significant of these are the
driliing rates and the Cindling rates.

The drilling rate, which includes both ciploratory
and development deilling, is a wajor factor ln determining
projreted supply. Over the last 10 to 15 years, drllling

footags has declined at a rate of aboub 4 to 5 percent per
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year, For the purpose of this study, drilling rates were
assumed over a ranpge that varied from contlnuation of the
current U4 to 5 percent per year decline up to a growth rate
of nearly b6 percent per year, a rate prevliously attalned In
the decade followlng World War IT. The slide you are ;ooking
at covers these projections for oll and this one shows the
game proqections for gas.

The finding rate ls the volume of oll and gas
found per unlt of drilling effort. This factor, which
enbraces an elewnent of.risk as-well 25 exploratory skilil,
not only helps determine the projected supply but also
heavily influences the future wveguired prlces. Tor this
reason, both high and low inding rates were usad to project

oll and gas supplies. The low rate is an extyrapolatlon of

past trends and the high rate is generally about 50 percent

higher.

This olide shows These Tochors for oll and the

Collowing slide shows ¢he same Tacbors Tor gas.

Adddleions to r@ﬁervem‘afe-the resuit$;0f beth the
finding ravtes and the drilliﬁg.ratéﬁ. The next“éiidé shows
oll reserve additions since 1955 and the projected reserve
additions through 1985, During the pasth 15 jeapsj‘total

crude oll reserve additions Tor the Unlted States, ezeluding
_ 2

the North Slope of Alaska, have averaged 2.7 blllion barrels

per year, The volumes added 1o vroved reserves as a result
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of new oil discoveries alone have decreased from 2 billlon
barrels in 1955 to about a billion barrels in 1870, & decline
of more than 50 percent. Total feserve additions have been
-maintained through greater application of 1lmproved recovery
technliques to previously discovered reserves,

The lowést supplylcase investigated, that 1s,
Case Number IV, malntains total reserve additions at about
2.5 billion barrels per year for the next 15 years, 1arge1§
ag a result of continued application of increased*recovery
methods.

ighest Investigated supply case, -that 1is,

o

Lha
Csse I, adds resecves at an inereasing rate with the pariod
loocked at here avevaging about 3.8 billion\barﬁ@la annually.

Uhease volumes exaiude North Slcpe-ﬂlﬁﬁké reserve
additions sotelling neariy 10 blllion barrels iﬂuﬁhe pasﬁ andg
.future North Slope additions wanging on the orémr.ef 300 ond
600 miilion barrels per year in the future.

Hi

[

tor

e

cal and prolected gas reserve addlitions are
shown on this slide. These are annual additimns:of both
nonassoelistad and a&abmiaved dingolved gas} Thej*have
avoraged & Lithle less than 18 orlllion cublie feet per yeoar
in the lower 48 stotes dﬁring tho 1956 o 1970 period.

Gag discoverdes In the past three years have been

well below the average and were zbout 11 srillion cuble

“feet In 19706, In cagse IV, the losest case, total annual gas
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reserve additions are projected to decline further to an
average of a little under 8 trillion cubic feet in the nextb
i% years. In cese ID the highest case, total annual reserve
additions average nearly 23 trillion cubic feet per year.

These data, both historical and projected, exclude
Alaska. - About 31 trilllon cubic feet of gas has been
discovered in Alaska, of which 26 trillion was sssoclated
dissolved gas found on the'Norﬁh Slope.

These projected volumes likewlse exclude projected
Alaskan reserve additions through 1985, which aré-estimated
to range from about 1.3 to 4.2 trillion cublc feet per year,

Az a wresult of These resérve addiﬁions,ctotal
vetroleum liquids production rates 1in 1985 are projected to
range {rom 10.) milllon barrels a day to 15.5 million barrels
a2 day, comparcd with 1143 million barrels o day'ih 1970 as
shown on the slide.

he Nofth Slope will 3ugply approximately 20 percent
of this U.S8. total or from 2 mllllion %o 2.6-miliion barrels
ver day. Other pra-1971 discoveries wlll account for about
6 million barrels a day. The vemalnder, ranglng From about
2.5 million barrels a day up to nearly 7 million barrels g
day, will come from dlscoveries mpade in the 1971 to 1985
perilod.

The wide range In possible preductlon resuliing

from future exploration emphagizen the nead to encourage
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development of our conventional petroleum resources.

Wellhead gas production in the Unlted States
increased af'an unprecedentcd rate in.the decade of the 60's
from 13 trillion cublc feet in 1960 to a little oﬁer 22
trillion cubic feet in 1970. A large backlog of proved
reserves made this rapid increase in produéticn posslible.
™Tis reserve backlog has now been used up and any future
increases in gas productlon will depend on future'reserve
additlons.

MR, MC LEAN: 'The alide behind, Warren.

MR. DAVIS: Pardon me, In Tthe highest supply case,
Case I, gas production was proJected to lnerease Ifrom
22 trillion cuble feet inm 1970 to about a Little over 30
trillion cubic feet in 1985, inecluding about 4.5 frillion
guble feet from Alaska., In the lowest supply case, Cthat 1p,
Case IV, gas productlon was prolecied to decrease o 1D
brililon eubic Feot i 1985, with Alasks providing a little
over 1.5 bwrillion cuble Teet. |

Produnction fvom pre-l971 discoverlés in the lower
G 41s projected to fall to about T trillion cuble Teet in 1985.
Production frvom post-1971 discoveries is projected to rangs
from o 1ittle over 6 trilllon cublc feet in the lowest case,
phat 1, Case IV, to a Llittle over 19 twillion cubic feet in
Case I, again uwnderscoriig the #ery real benefits to be galined

by encouraging development of U.S. resources.
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The average unit/revenues or prlces at the wallhead
requlired to support the assumed range of activity levels were
computed for each of these cazses. A feﬁ observations about
these calculations may be.helpful. As used in this study,
the term "price" does not mean a spécific selling price as
‘between the producer and purchaser and does not represent a
future market value;. The term "price“ indicates the
economic costs which would, on the basis of the c&ées
analyzed, support glven levels of activity for the'particular
fuel, Ta the fuel economists present, Y would remark it is
Teogt™ din the economistis sense.

These priece caleoulablions are based‘on covering
costs and providingla anccelified return on net fixed aésets.
A vaclieLy of wates of revturn were used. HMose of‘the
discussion was centered on the 15 percent rate which is the
middle of the range ekamined dnd also the rate that ls in
line with historlcal vesults, ab least as they apply to oll.

Thege priceps are 1in constant dollars Based on the
purchasing poway of the U.S. dollar In 1970. Constant
dollars ave used slnce the depgree of Inflation or éeflatlon

- o wnich one of the task

)
|
=
o
o
%]
—

In fubure years is not
forces had a hilgh degree of éKpéPt1889 thug we didn't atbempt
o Torecast the faté of infiation.

Sinca the prlcees cited Cor the individual fuels

o <

do not consider the differeaces in quallty, distributlon
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costs or use characteristies, the prices calculated in this
study Tor different Tuels cannoct be meaningfully compared
with each other. Average prices are a composite Ffor fuels
from exlsting facllities and from new sources.

As indlcated by this slide, the required average
o1} prices in 1985 wpange from a Llittle over %5 to something
over $6.50 per barrel up from $3.18 actual prlce in 1970.
Requilred average gas prlces range from aboul 39 cents
to 53 cents per thousand cuble feet, up frdm a 1little over
17 cents in 1970. Average pgas prlces are compésed of the
prices for old and new gas,

=

Average pas prices are composcd of the prlees for
old aznd new gas. I the prices for gas diacdveﬁeﬂ prior to
et are held at current levels, then the Pequired.price for
The new pas supply discoverad would be in exceSS 6f 75 cents
per thounsand, | |

To weasure the effect of verlious assumptlons, some
paramnetric studies ware made dealing with fachOraisuch as
finding raves, acceleration of additlional recovérj:projects,
offshore leasing, depletion rates ond capltalizing ihtangible
driiling costs. Variations in these major assumptlons have
a substantial Ampact on volumes and regulred prices,. FPor
example, in the intermediate case, a high rather thad a low

#inding rate -- thisg 1s compaylug Case II wlth Case II¥,

actually —- would increase 1985 production by 2 milllon




varrels a day and about 5 trlllion cublce feet of gas per year
and would decrease the reguired prices by 42 eents 4 barrel
and 13 cents a thousand. The results of some of these other
parametric studles will be reflected later in some of the
discusslon that will follow.

Let’s.turn now to coal., Coal is abundant. The
U.S. Geological Survey estimates the natlonts coal resources
at over 3 trilllon tons. Of thils total, about 150 billiecn
tons of recbverable coal are presently known 1in formatlons of
thilckness and depth comparable'to those being mined undev the
present technology. Minimum projected production Iim the
next 15 yvears would use less than 10 percent of the
150 blllion tons; This modest ubllization of tetal coal
reserves lneludes the outpus of coal for making synthetle
fuels.

The potenslal production of coal in 1985 is
vrojeeted to range Trom something over'13500 willilon tons in
Came I Ho a AMiittlie over a bhillion tong in Case IV, ALl of
this eonl may not be used because of demand Llmltations and
o 1iftle more on this subJect later, too,

Cogse 1 »eflects a 5 porcenst ﬂustainedfrate of
growth in conventlonal uééﬁﬁ compared with 3.2.percent
spnual inerease in the 1960 deasade. DBased on lndustry
history, the same type reserves as presently belng worked

will be ample to sustalin a & percent growth rate. -Cases 1T
p [y
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and IIT reflect a 3.5 percent growth rate I1n conventlonal
uses while Case IV 1s based on a 3 perceﬁt yearly growth
rate in conventional markets.

The projections of 1985 coal requlrements for
synthetlcs vary between 339'million ﬁons for Cage I'and
47 million tons in Case IV,

Coal availability and uee through 1985 will be
affected by the following factors:

Alr quality shandards and the developméﬁt off

(2]

effective means to control the emisslon of sulfur dloxlde
into the atmosphere when coal 18 burned will determine the
extent to which conl can bhe vsed for electriC'utilitieﬁ
arnd Industrial nurposes. Stack pas conbrol deviéés are one
way o copé wWith the problem, Combined cycie-piants might be
an o_'t: ner., |

surface mining repgulations moy restricﬁ growth in

o+

coal produection and way inhlibit development of syﬁthetics
from eoal.

Expanded doal transportation facillivles are
reguired %o handle increased coal production. Hanpowewr
availabillty wlll also be a crucial factor,

Government l@asing policles wlll alffect the
avallahility of coal from western coal lands. Production

From this source is required for synthetle Tuel productlon

particulariy.



o7

Synthetic fuels produétion requlires further
technological iﬁprovements, particularly For making synthetic'
liguids.

Water availabilility will be sufficient to support
moderate levels of synthetle fuel production in the west
but additional water supplies would be needed to permlt
aggressive development.

Coal bricés have been rising in recent years and
addltlonal lncreases are expeeted through 1985. In terms of
1970 constant dollars and based on é 15 percent‘feﬁufn on
investment, 1985 prlces from underground mines are projacted
to be about $9.60 a ton. This would be aboub g 30 percent
increase fron 1970. The projected increases in prlees of
copl from underground mines is more modest than rﬂcent
inceraasen because productlivity Is expected.to resﬂme its
nlstoriceel upward trend. Productivity decllnes in recent
yaers were due nrinsclly to the Federal Coal Minérﬂealth and
Sufety Aeh of 1909.

Surfacéwmined coal prices wili be rising through
1085 and T cmphasize that we are talking about required prilces
to achieve a glven rate of return, nobt market values
necessarily.

RBecause of_the increased reclamatiorn costs and
increasing overburden, by 1985 surface-mined coal is

expected to cost about $6.80 per ton as compared with about
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$5.30 per day. The slide shows it as '70, however that is
a figure for %today. The '70 flgure would be slightly lower.
This would represent almost a 30 percent increase in price,
too.

Now, Gurning %o the subject of nuelear. HNuclear
power growth establishes the basic demand fér nuclear fuels.
In the NPC'g Iniltial AppraisaiD installed nuclear generatling
capaclty was projected to increasc Lrom TBOOO'megawatts in
1970 to 300,000 megawalits in 1985. Dependinpg largely on the
degree %o which nueleay power plant siting and licensing
 procedures will be lwmproved so that plants can be bullt and

operated on & Simely basis, the installoed nuelear capaciby
could ranpe Fyrom as little as 240,000 megawatts to as hilgh
za 450,000 megawaits by 1985. As with coal, all of the auclear
capacity may not be ﬁeeded because of demand llmitatlions.
Case TIT corresponds closely with current forecasts
of fubure nuclear power generacing capacity by both the
Atomic Energy Comnisgion and the Federal Power'Cowm&ssion
as woell a3 the projections 1n the Initlal Appraisél.
ane IV allows for a continuastlon and worsening of
delays in auclear nower plant installatlon caused by
Lieonsing roouiremonts and proceduves and by objections
raised 1a tThe courts under anvironmentcal prbtection laws.

Conversely, Unse LI assumes that standardizstlon of

1icensing procedure and provision for reallstic standards of
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environmeatal perection eriterls willl ehable Limely
approval of constructlon and operating 1icenses.

éase T projedts a véry high_level of nuclear power
copacity that 1s attainable but only with an immediate
concerted effort by both government and industry to make
ucllization of the full potentlal of nuclear energy into a
high pribfity nanilonal goal,

After 1985, 1% was azsumed that the breeder reactor,
a nevw type of nuclear power reactor thab substantially
reduces uraniuﬁ fequirements; willl provide an increasing’share
of nuclear power genefationﬂ The sharp growth in demand for
uraniun raw material expeected during the labe 197075 end
early 1980's will level off after 1985 as breeder-reactors
become oparable.

Domcstic uranlum resources minable without

e

Toant cort Inersases are adequate to support the

a1
2

giEnis

e

production of uranlum needed to wmect cumulative requlrements
through 1985, . The Atomia Inergy Commlzsion cwrrently
getimates thab there are 700,000 tons of uranium resources
minable at a cost up te $8 a pound of UBOS and spmething
over L.H tong at a cost u? to 15 a pound. The dollar costs
estimated by the ALC do not necesszarily represent the market
price because these cogbs do not Include all exploration
costs or veturn on Investmeubt. While there costs would not

necessarily stimulate exploration and development of these
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resources, they are useful to provide a basis for Judpgment
as to the exlstence of proved andpotential reserves and known
deposits in uranlum districts.

In addition, the pfospects for locating cther ore

bodies in unexplored areas are very good. Proved reserves

can supply the demand'through 1980 although new mining and
milling facilities willlbe needad Lo produce soﬁé of these
deposlts. Proved and pobtential domestic uranium resources
minabie at ressonable cost can sﬁpply_requirements tbrough

1985. However, to assure supply after 1980, exploration

efforts must be increased in the near future bte convert

potential ore bodles Into acbual reserves.

Assurance thab povernment policy will gontinue to

ban lmportation of foreign uranium is also egsential i
B .

necessary Ilnvestments are polng to be made.

Mow, at this point, let me turn %o Qil*ﬁhaleq

0Ll éhale depéﬁits are located in sevepral areas of
the United States, bubt only one region, the Grééﬁ;ﬂiver
Formation in Colorado, Utah ang Wyomlng is considered to be
definitely comﬁerpially agbractlve. O0OL1 shale de@osits in
this formation are estimated to contaln 1.8 @rillion barrels

o

of crude shale oil. OF this amount, 129 billlon barrels are

inzones thal contain over 30 galions of oll per ton of shale

and in seams exceeding 30 feet in thilckness.

Within these richer zones, the attentlon in tThis
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study was focused on some tracts containing about 54 hillion
barrels which are considered to be the most economically
recoverable. However, less than 6 billion barrels of this
prime 54 billion barrels of recoverable reserves are needed
to support the maximum productionbetween_néw and 1985 which
is détermined by construction time and enviroﬁmenﬁal leasing
constralnts.

Under favorable conditions but short of an all-oub
national effort, projeeted 1985 syncrude produgtion capacity,
that i1s, Case I, is estimaved to he around 750,000 ﬂar?els
a day. TLower prolsetions, Cases T to IV, reflect slower
ratoas of investment bacause of oivher the lack of lnvestment
incentives or the need for time to demonstrabte process
feaglbllity.

Gaée T production levels are based on the prolected
congtructlion and operation of oaane 50,000 barrel 5 day and
soven 100,000 barrel a day plants by 19045. This case |
assumnes thatzﬁhe Tirst plant would be placed in operation

by 1977.

Tuture government policles will plav'a.Ver
slpnificant role 1n both the timing and magnitude of oil
shole develepment, Tederal leasing policiés will ipfluence
the levael ol production because ahout 80 perecent of the oll
shale resources of the (reen River Formation are located on

tederal 1anda{j To abtain the production projections of
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Case I, federal policles would have vo bhe changed to make
adequate reserves dvallable to support economic sized
operatlon.

Although watex avallabillity may limit produection
over the long term, sulfflclent water 1ls avallable for the
highest anticipated rate through 1985,

Tor a 15 pereent rate of return and in constant
prices, prices of syncrude from deposits contailning 30 gallon
per ton oil shale range from $5.50 to something a 1little less
than‘$6 a barfel. Prom 35 gallon per ton oll shale deposits,
the pfices are on the general order of %5 to $5.50 a barvel.

——

//_The.atudy alnso conslderaed the contributlon to the

—_

7,

natlon’®s energy'PQQMifementa that other energy rescurces and
energy conversion devices can make. These include hydro—
cleatric, tar sands, geothermal energy, combined cycle plants

lectirical nower generation and other erergy conversion

7

fopr ¢

s

A

dovices.

New esnergy sources are expected to supply only a
mod2st.aﬁount of energy to 1985, 5ut they will become
inereasingly important after 1985. Hydroelectric energy
will comtinue to make g relatively minbr contributlion over
the next 15 years. Growth in hydroelecﬁric power 1s projected
at only 1.6 percent per year iu the period to 1985,
primerlly because there are foew sultable dam construction

g8ltes remalning.
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Hydroelectrle power will therefofe decline in
importance as a component of total U.3. enargy production
from about 4 percent in 1970 to shout 3 percent by 1985.

Tar sands deposits in the Unlted Staﬁes are qulte
small. However, the potentlal resources of the Athahasca tar
sands in Northern Albertz are estimated to contaln about
400 »1lllion barrels of bitumsn and could yleld 174 blllion
barrels of snythetlic crude oll. In additionquarge deposlis
of heavy oil are located in Wesbtern Conada.

One commerclal tar sands plant iz presently in

operation and others are in varlous stages of plaming.
Continuad development of Canadian tar sands and heavy oil
deposits could make a contribuivion of l.ﬁﬁ-million harrels
a ¢ay to the Western Hemlsphere's supply of'eruﬁé oil by 1985.
Where not porvions of the earth"s'cfust’are in
a¢lose enoupgh proximity to underground water sourcesn, Uhe
resultant stoam can be utllized Yo drive conventlonal stean
turblne penerators., Even LT seothermal energy'sogrces, that
is, steam wells and hot waher welly, are developed at a very
optimlatie rate, we expect that they wlll supply only about

1L opercent of U.8,. enerpy rvequirements by 19385.

A

To affect sipnificantly the national average

e

afficiency of electrical power generation in 1985, new
innovasions would have to be technologically proved already.

This is because existing electriec generating plants have a
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1ife span of severgl decades and new plants hawve long
construetion lead times. Only one such technological
innovation, that is, the comblined ecycle plant, is curfently
available. The combined cyecle plant utilizes waste heat from
larpge gas turblnes to generate steam l'or conventlonal steam
turbines.l The advantage of-this type of plant i3 that it
generates more electricity from the same amount of fuel than
does & gas Surbine power generating unit. The co@bined
cycle 1s expected ©o make a modest contribution to holding
down fuel requlrements for electrlc utiliﬁiészﬁhrbugh 1985,

The committer conslderad o wide variety.of other
enargy forms, none of which are likely ©o mgkefglsignificant
contrlbution to U.S. energy supplies by 1985;

llNow I would like %o hriefly‘talk.gboutfﬁhe enerEy
balancésj mainly to glve you a Llitile more ti@é ﬁerspective
“Jthan vyou harve had so Tar.
At the bepinning of this'prrsentéﬁiongiﬁhe range
o eondlitionn that mighi, characterize the U°S;fémergy
situation in 1985 was summarized. Now, with the fuller
 examination complated of poventially svallable saﬁplies and
demand pequiremencs, 1t s possible o see more dlearly the
time reguirsd to gffeat imprnvement in the naﬁi@n‘m energy
pusition and the size and complaxity of the prdbiems,

c

t._h

Without remedial astilons, the deficit in domest

enargy supplies will become preater over time. Howewver,
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a longer time period will provide the opportunity to take
corraectlve measures o reduce the.potential deficit. Because
of long lesd times requlired to iﬁcrease domestle production,
energy lumports nust increase‘over the next few years.
Possibilitles for improvement in ﬁhe gnérgy situa-
tlon over longer.time periods are 1ilustrated by a

A

the var

A

comparison of ous casas for 1975, 1980 and 1985 —-

and all throuph this I am golng to use the inte;mediate
demand projectlion.

In the short term, throurh 1975, the opﬁions are
limited for altering the trend toward greatér dependehce on
foreignlenergy sources. In all Tour casez, imports will rilse
abbve the 1970 level of 12 percent. The percent of domestic
reguirenents that sre expected to be met Ly imports will vary

Cfeom 20 percent In Case X oup to 20 nercent in Case IV.

PResplin the stepped-wp activity of the higlt supply case,
there will be relavively 1Little difference between the .

Import roguirenents under the high and low suppliy cases.
This iz caused by the long lead times needed to alter Lrends

2.

in domestle supply avallability.

Going now %o 1930, options for improving the
domestic availability of energy supplies arve greater in 1940
than they are in 1975, TWhe percent of dowestic reguirements

projected be met by imports now ranpges from 16 percent for

Case I up to 30 pevcent for Case IV. The spread among the



cases is wider than it was in 1975.

flow, let's po to 1985. In 1985, there is a large
spread among the cases as far as lmports as a percent of
domestic requlrements. Imporis —-- and these are imports of
both oil and ges -- would range from 13 percent in Case I
up to 38 percent in Case IV.

Ndw, to look moré specifically at oil. The wvolume
of 0il imports , which is the balancing figure in computing
an onergy balance, is of paiticular slgniflcance. 011 lmports
in 1970 totaled 3.4 miillon barrels a day. As shown here on
this siide, oll imports in 1975 varied from a little over
7 mlllion barrels a day in Case I up %o nearly 10 million
barrels a day in Case 1V. By 1980, the level of oi1 imports
varies from a little under 6 mllliion to a little over 16
million. By 1985 the sapvead becomes gulte widé; Cage ¥
prqjects imported volumes at around 3.0 millleon bharrels a
day, not very Tar {rom where they are btoday. Case v, on the
other hand, shows an liport level of over 19 millicn barrels
a day in 1985.

In preparing the supply-damand balances., the
committee was feced wilth some complex 1lssues involving the

limited substitubabhility among fuels and the difficultles

associabed with assesging interfuel competition by an

industery group comprised of competitors. IT all fuels were

completely interchangeable, energy balances could have been
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struck by adding up all the domestic fuel supplies and
comparing the totals with the enerpsy demands. The difference
between domestic supply and projectad consumptlion would be
either avallable to be exported or regulred o be imported
but all Tuels are not qompletely'interchangeable in all uses.

An aﬁtomobile can he converted to run on natural
gas. A resldentlal coal furnace can be changed to burn oill
or gas but neither an automoblle, a gas furnace ar an oil
furnace could burn coal without coxtensive modillcatlion.

In projecting an enerpgy balance of the vérioﬁs
fuels, certalin vlausible olmpllifying assumdiions weve
NECESHAIY . ﬁhile 0il 1s not completely inﬁerchaﬁgeable with
other fuels in existing egulpment, it could supply a2ll the
prowth dn any sector. Also, 1t ls uniguely requiﬂed for
tha transportation sector.

Gas islalmost completely intewvchangsable, Hydro
power aand geothermal are used only in electric ﬁower penerid-

_ energy
Cpdon bub supplies of these twol/sources are wvelatb T,ely small.

Coal is utilized in significant aguanticies

)

only in
“the industrial and elecbhbrical gectors and nuclear is
coniined to electricity peneraiion. A complete annlysis of

each fvel used inh each sector would be ideal, bub. such an

analysis caniot properly he made by an industry advigory

o
commitiee composed of competitorz. As an alternative, the

analyses of the Electricity “ﬂ“l Group wWere used for the




Electric Utllity Sector which prevty well determines the
marglinal volumes of coal and nuclear needed and the renaining
sectors could then be treated pretty much as a group, Laking
into accoﬁnt the simplifying conditions of wide inter-
changeabdlity of oil and gas. Thus the gnergy balances in
this studﬁ approxzluate those that would have been ﬁade had
this very detailed anaiysis been posmiblé.

Now, thiz covers the findings of the study and I
would like to turn the [loor back to Me. Meleon for some
discussion abou@ implications and ¢0 on.

MR. MC LIAN:  Geontlemen, these trends 1ln energy
supply and demand which youw have seen have the following

inmplicationz : Dlesh, new facllltices to handle lmports.

Liogiatlical arrangements must be dovised ©o

e
o

scconmodate incereased oll and gop imports. 'The use ol very
Clapee crude carricrs of 260,000 to 00,000 deadweight Lons
i degirable for two reasons; transporiatlon costs are

lower and bhe poasibilities of oil spllls arve reduced.

Lt the present Gime, howaver, the“elare_mo U.s.
porﬁs capable of nandling sivdips of that sige. Wiﬁhout such
port facilities by 1985, Imports of an estimated 13.5 million
barcels a day, the Case TIX level, would require_the unloadling
“of about M0 50,000-ton tanksrs somevhere along the natlon'sy

coastline cach day.

Deepwater terminals must be bullt on the Gulfl Coast,
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the Fast Coast and the Paciflc Coast 1f the beneflts of the
larger carriers are to be secured., Oil imports to the Gulf
Coast and the East Coast wlill necessarily lncerease and as
they do, large dlameter plpelines and increases in water-
borne commerce into the interior of the country will be
needed.

Simllar consideratlions are involved 1n the
importatlion of natura; gas, LPG, LNG and syngas feedstocks.
New gas plpelines from the Canadian Arectic will be needed.
LNG imports will also reguire substvantlal capltal investment,
both foreign and domastic for such facilites as liquefactlon
plants, LNG tankexrs and regasification facllities and
storage. |

| Second, capitel requirements.

Total capital requircments fov the.perfdd 1971 Lo
1985 for deveiopment processihg arnd primaryf&igﬁribution of
all fules are projected to range fiom 215 to-BII*pillion. or
these amounts, 88 to 172 billion will be neededﬁf@r oll and
gas cxploratlion and production. An‘additiondl3235 billion
will be required for power plant construction and transmission
facilities and these wlll bring the total capital require~
ments to a range of U451l % 547 billion.

Third, fuel pricas,

The analyses indlcate that real energy prlces of

fuals at the wellhicad and the mlne must rise
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significantly by 1985 since the pricez cited for the fuels
do not consider differences in quality, in distribution costs
or use characteriatlcs, the'pfices'calculated cannot be
-compared meaningfully with one_another. The projected
range df percentage increages in average prices requlred to
1085 —= Iin termé of 1970 dollars -- over 1970 for each of
the individual fuels is Indicated én the chart.

Fourth, dependence on Foreign supplies.

Desldes the possible large inereases in volumes of
in@orts,.a shift in the source of imports thpough‘l985 isg
indicated. A Iarger share of the U.S. imports will come
from the eastern hemisphere. Thus, as imports eise, the
country will become lnereasingly depeindent on the political
arid economic policies.of the swall number of distﬁnt forelpn
countries,

This, in turn, can have impoffant db@ﬁ@guencés
with wesneet to the mllitary, polifieal anﬂ éqon0mic,positi0n
of the United Stateﬁ. Conglderstion ahouldLbé giﬁen to the
aeed Tor additional storage tQ éushion the impsct of possible
near-termn intsrruptions in Toreipn supplies and tg the
desivabdiity of utllivy plants being constructed to buyiy moie
than one type of fu=l.

Worldwide supplies will tighten between 1971 and
1985 as the ready avollabllitvy of low cost oil deselines.

The noncommunist reserve-~to-production ratio will drop from
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about #7 1in 1972 to betwemn‘l& and 19 in IDBF.

Other countrles of the world; éspecially tha
develoﬁing countriles, wi;l need increasing guantitvlies of.
fuels tb gupport thelr industriallzation progfams and” thus
will be inereasingly impor%ant purchasaras in the world fuoal
~markets. |

£a

Voward the end of thé century,‘foreign oil supplles
may ypoeove Insulficient teo meet.all poténtial demands .
Greater Qil a0 g importS'w111 have a major iﬁpact }
o1 theination‘s Lbalance of paym&ntaq The eost of importéd
Tuels, legs the Halgs carente Prom fuel exports, rﬁuulbﬁ in
a slzeablo neth dollar df&ina Mie dollar drainlwaﬁ$2?1

s will ranpge from $9 billiorn Lo $13

o

billion 1lun 1870, S
Lillion in 1375 and ffom.$7 billion io $I0 billion annually
by 1985,

These projectioné indicate o three-~fold ﬁm fiftoﬁnw
Fold dnereope in fovelen exchanpe fequirements by'1985 over
current Lovels. |

i poy fopr our impbrtm Gf fuels'we will need‘to'
ﬁemh-aﬂditibnal ﬂKDO?ﬁH o0& ovhiew goods'and'serﬁices.: The

ES

mggmattnde of the pobvential peroblems in this area are high-
Lighted by the Tact that today our total onnual exports of
0l poods aud services ave only about 65 biliion,

Heow, fov vhe projecitions to the Year 2000.

In addition vo the analyses of energy demand gad
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supply tThroupgh 1985v the committee looked beyond to the end
of the century. Now, these projectlons involved conslderable
conjecture but, neﬁertheless, they revealed some probable
developments and supgested some lines of actioﬁ which should
be initiated. The most important concluslon to be drawn is
that the nation's indigenous fuei'resources could probably
satisfy the nation’s demand Tor energy in the years 2000 and
beyond 1f they were called upon to do so.

[-The nation's total energy requirements 1in the
period 1985 to 2000 will continue o growlrapidly'but at a
‘somewhat slower rate than in the l9?0—1985 period; The
slackening in cnergy demand growih Will occur as the
populaticon growth s].oﬁ'ﬂ3 the economy becomes more éefvicem
oviented and changes 1ln soclal valués and 1ifeéty1es eme rgpe
sueh as smaller Familices and muliiple dwellingé.‘

Total demand in the Year 2000 could range from_

170 o 215 guadeillion BUU*s which compares with 68 quad-
Pillion BIU's im 1970. The principal feature of energ

prowtn over thls period will be a spectacular expansion ln

electriclty uce.
By the Year 2000, eleetricity productlon will
account for nearly half of the primary fueis consumed as
comparaed to 25 perecent today. Dependlng on demand,
government policy and technologlcal devélopMents in the_

interim, & number of possible supply situation could prevail
3 £
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in the Year 2000, Usilng the study’s 1985 intermedliate supnly
level as a starting polnt, for example, supplles of conven-
tlonal fuels could range from 131 to 211 quadrillion BTU's
in 2000.

Agproaches avsilable to ensure that the U.3. will
have adeqguate domgstic enéfgy supplleg in the latter part of
thelcentury include the fact that we should initiate éction
in the following areas:

[igirst,.the nead to locate more reserves applies to
all fuels but especlally to oil and gas, the fuels that are
v/ _
in shortest suppl;iﬂ/tuscovery and development of offshore
petroleum reserves cou}ﬂ do mueh to restore & strong domestic
petroleum base. By the Year 2000, production of synthetic
fuels could contribute 20 or more quadriilion BTU s or 19 Lo

20 pewrcent of our total onerpgy needs 17 cerbain problems are

-

L)
oy

B
i
,_‘
(.)
o
.

]

[:Secundﬁ preater production efficlency could be
achleved iﬁ a ﬁumh@r ol arcas; inecrcased recovery rabtes in
developlng oil, gds and coal reserves, ilmproved conversion of
fuels to elch¢L037y/-_ the rate of efficiency is now only

about 33 percent =j)the development of high-voltage trans-

misslon lines to reduce electricicy transmission losses,
greater efficlencics in energy uitillzatlo n eould reduce prowth

(]

in energy demand. DLxamples of possible approsaches include

development of more efficlent automotive engines, greater
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emphasis on mags transit systems and lmproved building design
and insulation to lessen heating and cooling losses.

Third, the U.S5. has vast resources of coal and

uranium which can be brought into wider use In the last 25
years of the centur{£7 Both coal and nuclear fusl are
p:iented primarlily to the electricity market so fuller use
of these fuels implies greater use of electricity in mass
transit and‘industrial uses such &g process heatinﬁ,

Z(/;ourfh, the most promising new sources of energy
ineludle geothermal power, solar energy, nuolcar;fusion;
gheregy from refuse, hydropen, methyl aleohol, fuel cells
and thermlonics. A larpe-icale contribution'from-any of
these possihiliﬁies by the end of the eentury is unlikely.
Modést contrivubions will be possible if resesrch efioris
lnto the relevant technolopies are accelerabed‘infthe near
future.,

Typiceally, the expansion of domesulc Qﬁergy supplies

s characterlized by long lead Limes. Thusg the“mést LI oL
tant requirement is teo guarantes a sound future edergy
position will be a firm puklic commitment To lqﬁg—term
domestic energy development. The natlon should decide on the
domeatic fuels most amenable o expansion aﬁd'the&several
technological areas susceptible to productive research and
develoopment. Then with sound nablonal policies e;tablished

in s favorasble economic climate, the country's resources
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could then be marshalled to develop the energy supplies.
needed over this lonper term.

In the perlod between now and 1985, the nation has
three basic optlons to balance enerpgy supply and demand.

The country. could rely on increased imports to meet energy
requireménts. The commlttee éoncluded that thié alternative
would not well serve the haﬁion’s'securiﬁy needs nor its
economlc healtlh bacause of uncertainties regarding both
avallability and'price,_

To obtaln the necessary imports, the United States
will be competing wilth sharply expanding requlirements in
Western Furope and Japan. Greater relianco.on Lmports would
2180 result in mojor balance of trade problems that could
arfect the wvalue of the follar.

A oraeond opbion would be bto seek reductlons in
enarpy demand growth. Consideratlon was given to imposed
reatrictions on demand znd inereaged efficlency in The
uhilisation of energy. The lmposed restricﬁions on energy
demand erowth could prove expensive and undesirable. Among
other things, they would alter life styles, adversely alffect
emp Lloyment Qconomie growith and freedom of consumer cholce.

Such restrietions would arocuse political resistance
and be aifficult to lmplement in any substantlal way between
- now and 1285 because of enormous problems involved In

changlng the natlonb soclal and economic Tramework,
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More efflclient use of energy is clearly desirable
and some Llmprovement 1s possible and likely as energy
becomes.more costly and as technology advances. UThere are,
hoWever, {nherent limdtations on the amount of the improve-
ments that can be accomplished in the next 15 years. Better
home insulation, for example, wlll conserve energy bui many
years wiil elapse before the construction of new o rebulldlng
of old homes can affect a material reductlon in the nation's
total requirements.

The committee concluded that significant departures
from the 4.2 percent intermediate demand grmwtﬁ uzed 1in this
study were unlikely. & range of 3.4 to 4.4 percent annual
growth was judged to cmbrace the likely possiblllities. The
lower growth rate would reduce the 1985 demand by 10 percent
from the intermediate projection amd:lS percent from Lhe
high projection,

The commitiece concluded that the third alternalive,
increasing the mvailébility off domestic enerpgy suppllies lg the
best opihion for balancing snergy demand and availabillty.

Actiong taken soon could increase domestic supplles
in the longer Germ, thus reducing dependence on lmports very
markedly by 198C. Fortunately, no major source of U.3.
fael supplles is limited by the availasbillty of rescurces to
sustain higher producitlon.

£

Now, thig approach requires lncreased incentives to
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promote the development of domestic supplies, many of which
may cost substantlally more thanrin the past and hence the
price of energy.would necessérily rligse to cover'the higher
costs and yileld a sufflclent return on investments.

Accelerated‘development of domestic energj supplies
would benefit all segments.of aoeclety. Employment would
increase. Individual incomees would rise.‘ Profit opportuni-
ties woﬁld improve. Govérnment revenuas would gfow an< the
natlon would be more secure.

In requestiong the NFC o uﬁdertake this stﬁ&y cf
the natlon's énergy outlock, the Department of the Interior
reguested that emphasis on thosce areas where federal policles

and prograns cogld cffectively and approperlately eontribute

to the attainment of en optimum lechng-—term snerpy posturs.
To meet the goals of the beat overall pollcey

option, increasing the avallability ol domestlc Supplies9

the conmlttee has set forth 10 speciflce policy recommendaﬁions

and where possible, the study has analyzed the impaet of

these policy recommendations on the natlion’s energy positlon.
firat, prompt actlon should be taken to develop

a2 comprehensive natlonsl snevryy policy and a coowvrdinabved,

consistent program to accomplish our national enerpy goals,

!

The Federal Government should not sesk o play

T

Ilowper vole i the discovery and development of natural

regources, This task should be left to prlvate enterprilse.
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Z:Ehe chief role of the government should be to-
eatablish prlorities and guidelines and to eliminate the delay,
confliets and confusion that presently prevall among the many

different federal, sbate and munilcipal "agencies involved in

energy matters.

L

mental poalg ave esgential 1 our energy demands are ©o be

acond, realistic graduated approaches to environ-

,
3

met and the énvironm&ﬁt inproved at reasonable cost{J[Prom
tection of the envirénment requires the applicatlion of more
encregy to achleve cleaner alr and water. Prompt actlon ls
needed to eliminafe the sericus delays that have been caused
thus far by envirommental issues. fhe following require
immediate povernment atitention:

Finimize dalqys in oll and pas exploratien and
development, laying of pipelines and construetion of deepwaler
t@rminals and new reflineries.

Betablish effective siting and licensing procedures

Ia

for nuclear power plant construwetion and operation which will
egliminate undue delayﬁ, "

.Iﬂccélerate development of commercially viable
desulfurizatlon technology end other means of utililizing high
sulfur Tuels,

Letablish guldelines for land restoration to ensuvre

minimum environmental impact in surface mining operatlons.

"he lmpact of environmental conslderations on the nation’s
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energy posltion can he very significant. For example,
delays 1n authorization of the Alaskan pipeline system wlll
deprive the nation of at least 2 million barrels per day of
crude oil and 3 trillion cubic feet per year of natural gas.
Nuclear reactor plant siting and licensing delays could cost
the electfic utility industry an additional 5 to $6 billion
for each year's delay in the early 1970%s in nucléar plant
schedules, Bannlng of éurface mininﬁrcould peduce 1985 coal

]

supvly potentlal by almost hall and could prevent the
development of ﬁestern coal produétion for making synthetle
Liguide and pas.

Health and safety standards lfor mining should be
based on reliable evidence that such repulationg would, in
fact, protect human health and saflety. This'is particu1arly
inportant in such areas as radlation control, Sound abatement
and dust control. Unnegessarlly restrictive regﬁiaﬁions
can curtall production of much needed energy repources.

f fhird, the government should accelerate the leasing
o lands for exploratlon and development of energy resources
_ —
by private enterprigeyj

Moz acreage should be provided ab more frequent
intervals. Thizs study and others conducted by both govern-
ment and industey indlicate that a-very large portlon of all
energy resources are located on Tederal lands. Access To

these arceas 18 essentlial 1f the nation 1s to lnerease the
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avallability of Indigenous fuel_suppiies.

FFor oil and gas, the largest potential for
developinglnew domestlc reserves in the period to 1985 i1s
located in offshore and frontier afeas of the United States,
If the natlon 1s to achleveé the Case.II oll and @as production
estimates, lease sales'totaiihg Zl‘milliOn aérES on the outer
continental shelf will be requlred over the next 15 years.
This is three times the 7 milllon acres that have been made
aVailablelover the last 17 years. |

If no new 1eases'were offered in the offshore
areas, 1t would cost the ccuntrylabout 2 million barrels per
day of domestlce crude oll and nearly 6 srillion cuble feet
per jJear of gas in 1985,

Federal lessing policies will also-havé a consider-
sble impact on other enerpy fusls, coal, uranium, oll shale
arnd @eothérmal.

(ﬁ’l?'ourvth5 The mazximum develepméent of synthetic fuels
productiSﬁ'sttulated 5n Case T requires an lmmediate govern-
ment prograh to provide rnecessary dams and aguedueis in the
western United States ad well as timely vresclutlon of the
Jurisdictional disputes over water rights.

F1fth, fiscal policiss should be designed to
encourage the linding and development of all energy supplies.
Recent developments have had a eoﬁtrary effecti] The 1968

—

Yax Reform Act alone placed an additionélutax burden on the
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domestic petroleum industry.of some $500 million per annum.
Flscal pblicies should encourage the ereation of-capital
requisite for increasing energy supplies‘and reducing costa
to the consumer. |

The long-established tax provisions for thé
extractive Jndustries such as those dealing with percentape
depletion and current deduction of intanpible costs have
historidally promoted the development of energy supplles.
The weakening or the eliﬁindtion of such tax provisions would
inevitably lnerease enecpgy costs to the consumer.

for instance, complete removal of the atatutory
deplecion allowance would necegsitate an immediate price
‘Increase on the order of 50 cenﬁs per barrel for oil and
3 cents per MCr  for gas. In labed yeavs, as'cogis rige.,
these reéuiﬂed peden lncreases could hecome as great as

[y

$1 per barrel and 7 cenus per MCF for gas In 1985, Until
“mors effeetive tax provisiong con be devised, existing
measures should be retained.

The continuation of oll impoft guotas 1s essentilal
for thyee reasons:

A secure domestic enerpy base 1s a vital element of
natlonal securiiy.

Elimination of oil import quotas would have an

adverse effeact on the U.S. economy by aggraveting the balance

of payments problem, reducing government revenues arising from
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domestic oil operations and reducing employment in oll and

oll-related actiV1ty.
e " ‘
J
o nally, oil Import quotas are needod to encourage

development of all Indigenous energy supplles.

——

T'o encourage the growth of the domestic uranium

mining industry, existing pol¢cies for imporw3 enrichménﬁ
operatlions and government stockpile disposals should be
continued. PFPresent import pollcy requirses that uranium
enpdched In U.S. Government faellities Tor use in domestlc
reactors must be of U.3. orlgin until the Atomic_Emerg
Commisslon determines that a vieble domestic uranium mining
industiry has been established,

Restrictions on lmports of uranium are ﬁec sgary
to 2id the industry in malking the transition ffomﬁsupplying
Cprimarily a government market to supplying a matuye cowmﬂrclal
market,

(ﬂgéfenths most energy balance cases did not utilllze
all of our potentlal coal and uranium suppliesfjhcoal énd
nuclear were projected to supply only sbout éé pepeenb of

the U.3. enargy rvequirements in 1985, while fhe potential

supplics of these two Tuels would he sufficlent to meet up

How, this 1s because these suppliez were not needed
Go fuel the ojected clectric utllity peneratling capaclty.

Accordlnglv{ij;1¢eius that would he1p overcome barviers to



more rapid development of electric penerating plants and
"encourage wlder use of electrically powered equipment would
permit the nation ©o use more of its ecoal and uranium resourcii;(
This would reduce projected energy imports thereby mitipgating
the adverse effect of such imports on national security and

the balance of trade.

[i%ighth, desplte the superlor characterlistics of
natural gas, domestic prices of this fuvel are held by the
Federal Power Commission to s fraction of the price of
substitute fuels. This results 1in a paradoxlcal situation in
view of present and prospective major supply shortages. At
the same time that the government engages In thils supply-
I1imiting aetion, sarious conslderation s given by government
and industry o the lmportation of natural gas at substan-
tially higher prices, thus lllustrating thé coﬁtradictions
In current repulatory policles. ”

Hinth, the Federal CGovernment should establlish an
economic and political elimate which 14 condusive to energy

, 7
development by private enterpiise, / in earlier section

Indicated the necessity and benefits of restraining imports
of energy: within the broad limits set by government Import
controls private competitlve enterprlse will continue to he
the best an@ lowest ecost method of meetling enerry needs.

f Teuth and last, the study indlcates that addltlonal
L

research is requlred in sueh flelds as exploratlon methods
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and equipment, the production of synthetlc fuels, more
efficlent production and use of energy, coal mlning technology,
greater recovery of oll and gas reserves, development of new
eﬁergy forms and development of the breeder reactor,

The extent to which such research is undertaken
will, however, depend on the establishment by the government
of an ecanomic and regulatory climate that will permit
attractive returns to fuel suppliers condueting such researfézz

We belleve that from this study it can ve concluded
that supplles of secure, clean fuels wlll become increasingly
tight over the next threc to flve years. This coridition will
become more severe in the longer term AL present trends and
- policies continuve. The most obrlous and neceééary.corrective
action is to encourage the development of domestic supplles
of all forms of energy. An adequate resource base 1s
avéilable for this purpose.

Such an approach willl enhance national security,
ensure freedom of' consumer cholece, help mitigate the growing
trade deficlt caused by importing more of the nation's
energy regulrements, snd promote economic growth. -

The potential Tor improviag thg U.3. energy
gituation 1n the 1980's can only be realized, however, 1f
the cconomlce climate is lsvorable and sound national pollcles
are adopted and implemented very soon.

We hope, Mr. Chairman, that fthe foregolnpg polley
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recommendations wlll make a useful contribution to the
difficult decision-making process that lies ahead. On behalf
of the Main Committee, I am'now ready to offer this summary
report for approval.

Butlbefore I sit down thls morning, I would simply
like to take a moment to express very great appreclatlon to
Warren Davis and his Coordinating Subcommittee, all of the
task groups, the NPC staff and many others who contributed to
this report's comprehensive coverage and to the-thoroughness
and clarity'ofsits findings.

I think we owe them all o vote of-thank&:

Warren, vou have done a great job.. }

{Applause. ) ’

MR. TRUE: Thank you, John. I am suré that 1 can
speak for the entire Counaii in thanking not oniy“thoae you
mentioned buit you pesrsonally and your Main Commlttee [or this
monumental work that you have accomplished.

Do I hear a motlon that the report beaédopﬁed?- And
I eall your attention to the fact that there ig a trans-
mittal letter in the front of the report.

SPEAKER: I move that we accept the report.

SPEAKER: I second the motlon.

MR. TRUE: Xt has becn moved and seconded that the
report and the transmivial letter as submitted be adopted

by the Counecil., 1I{ has been seconded and we will now call
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for discuasion.

DR, GONZALEZ: Mr. Chairman, I would like ﬁo dlscuss
the report. |

MR. TRUE: Dr. Gonzalez.

‘DR, GONZALEZ: Let me say f{lrst that I appreclate
the immense amount of work that has gone Into this report and
that I wish that we could approve 1t unanimously. I have
heen pleased to hear the presentation thls morning and to
find that some of the points thet concerned me have been
made 1ln the presentation.

However, there ave éome others that I think should
be made and I would like to take a few minutes of your time
to talk sbout those.

The complex and detalled report submitted by the
Committee on U.S., Energy Cutlook deserves more than
noerfunctory action by thils Counell, because the analyses and
conclusiong proved by the Councll would be uvsed wldely in
waye that alfecet enerpy policies and the economic pfogress,
soclal advances and securlty of this natlon.

Wnile it ls impractlcal for all members to review
and pass on the host of assumptions and detalls invﬁlved in
nreparatlon of the report, we all have a responslbility to
Judge whether the analyses and concluslons ave consistent with
pur knowledge -about olil and gas and thelr rejation to other

forms of energy and to dissent from portions of the report
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that we may find less than satisfactory in promotlng the
understanding necessary to progress in solutlon of energy
problems.

I have been told that I cannot understand the report.

e

—_—

I can only say that T have studled the work of the committee
since it was organized and studled the report very carefully.
If I have trouble understanding the réport, perhaps others
less famillar with enerpgy econoﬁics may.also have trouble in
interpreting what the report means.

The report can be improved. I will use three
examples to illuztrate thls point:

First, at the bottom of page 75 of the report before
you, the second fundamental -~ 1t 1s not at'the‘bottom, but
it is listed as the second fundamental objectivé,of'energy
policies, %5 sald to be to "preserve the environment 1n the

production and use of energy.”

This statement is amblguous and cOnquiﬁg, T do
not know what we wmean by "preserve the en?irbnménﬁ inn the
use of energy.”

I think we mean thal public policiesjshould
establish reascnable environmental standards concerning the
production and use of energy. If that is the intentlon, then
the languapge deflnltely necds to be clarified along these
lines.

Second, on page 76 in discussion on imports, the
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second column on the right, the. statement 1ls made that

Ythe natlonal cost of the ilmport quota aystem is considerably

———— T T T T T

leas than that of other alternatives such as maintenance of

U
gstand-by production and storage eapacity.

e ——— —_—

kﬁProm my own studies, I belleve that this conclusion

T ———

43 correct, but I do not find the necessary supporting

—_— —_—

evidence in the report. I wonder how the Couneil can make

that statement unless the defleclency 1s corrected by
evidence,

Third, page 12 of the report presents calculatlons
of the price incrcases required to offset complete removal
of percentape depletion, whereas yesterday the conmlttee
agreed that she compubter programg should not be used for
that puPpbﬁe

There arve soveral major conclusions in the report
and in the presentatlon thls morning which I believe should
be streased. The Mirst of these was stated very clearly by
Jobn Melean, chalrman of tThe committee; in a speech on
Septenber 2L, 1972 and stated agaln this mornlng. Hls words
on September 2L wWere as followss[:ﬁe should take all possible

P—____-—_\___ﬂ .
action to stimulate and accelerabe the development of our

indigenous energy nogourcgﬁljj

helicws that recommendation should bDe stressad

e

1
because such action provides the best and lowest cost long-

term solution for the energy needs of this nation,
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The pecond poilnt is that development of oil and

gas deserves special emphasis because these fuels supply most
’—_‘ "

e

of the energy that thé nation will need during the remainder

—_—

of this century and because they are the most sultable fuels
,__--__'—'__._-—"'—-_

from an environmental standpoint. This, too, was mentioned
thislmorning.

TEE_EEEEE_Egigﬁ 18 that the potential exista to
permit very significan% éxpansion of U.S., o0ll and gas
production provlded that access to potentlal resources 1s not
lmpeded by governmenbtal restrailnis and provided that eccnomic
conditions encourags much larger oublays for exploration, for
development, and for improved recovery firom known reaerves
and from fubture discovéries.

The foverth point/is that both i@ﬂg;ﬁgg_jualsqand

synthetie suhastliutes for U.S. crude oil and natural gas in

———

the relatlons developed by domestic operatlons are so much

ol

consumers in the nation

g

more costly thabt the lnterests
¢can be served hest by Cinding ould the =ntent to wnlch
supplies of crude oil and natural gos can be increcased by
improved economle policies and lnecentives heere“vast sumes
of capital are lrrevocably commlitted to very cxpensive
foreign and domesitic substltutes,

Finally, we should stress that inherent uncer-

¥

tailnties as e tTechnologleal progress and as veo the number

and size of new dlscoveries make 1t Impossible to predict
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with any degree of accuracy the responsg of supply to ghanges
in pricé;:]

- Recent testimony before the Senate Interilor
Committee indicated that better exploration metﬁods might
enable the locatiOn of siratopraphle trgcts within the time
span of this report which, 1f it occurs, could have a very
major impact on discoveries, costs and sﬁpplies.

As for new discoveries, we cannot say now whether
the Atlantic Seaboard and the Alaska offshore and the Alaska
interior will bé.similar to the North Sea, to the Gull Coasv
Continental Shelf or be of negiipible impdrtance,

These majﬁr conclusions should be emphaslzed in the

" letter of trensmittal for this report.

T nlzo believe it 1s necessary to warn agalnst

T

misinter

atatloun and m}gggp of the compuber programs thst

are the basis of much of the veport hecause these programs

_——

.

are not conslstent wilth the realitles of oll and gas

exploration and developument. The program assumes that
pLOrdLLOn aia UPThLLRIRRY _ _

| »

1 and

!

“explovatory footape is drilled separately for o
el ) V
”ﬁéparately for gas and you have seen that presentation this

‘morning whercas the truth is that the lndustry searches for

and develops oll and gas jointlyL

-

It is vnfortunaite that the programs do not take
advantapge of the capabllity of computers to use a correct

model, even though 1t would be nore compiex. The use of
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The use of incorrect models only invites further

—

trouﬁles for this natlon resulting Ifrom confusion about the
;;;1;;;;;; gecure more pas in the quantities wanted and needed
merely by changing gas prices wlthout cﬁanges in o;l prices.

A change only in new gas prlces would have a small
and slow_effect on incentives to increase exploration and
development whereas a significant chanée in oil prices would
have a large and immediate impact on the exploration for and
discovery of oll and gas.

The reporflalso refers o numbers that are calleq,
"orices® but the footnohe -~ footnove explalns that these
numbhers are not really sélling prices in the approprlate sensge

of this word in the dlectlonary and in nommon,useD but the

%4

s

)

venuok caleulated o be réquired to yieid agsummd ratbos
of return.

such preosentation confuses a complex subject and
may lead to wisinterpretation. Separate rates 6? return have
been used for oll and gas dnvesbuents incorrectly5 even though
the reporc recognlzes that thesce operations are inseparable
and that the correct rate applles o composite investments
in oll and gas.

Furchermore ,. the agsumed raves of return are not
and cannot be related to past experlence becauvsde there are

no date on rates of return for oll and gas separastely.

Avallable deta on rates of return for joint oil
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and gas operatlons ars ilnadequate 1in two respects.

Firs?/éf all, we don't have good data for thé Bmall
operators who are responsible for much of the exploration and
drilling and dlscovery.

Second?/;ates of return are not measured in terms
of dollars of constant nurchasing power as used in the programs.
The informatlion avallable on rates of return deals with
current dollars in relation to dollars inveated over many
nrlor years during which the purchasing power of the dollar
was much higher, with the result that a 15 or 20 percent
book rave of return as comnonly usad meéns muech lower rates
in constant dollars.

Ability to attract Tunds Into this business in
competltion with obhers depends on yelative rates of returm

-
L%

and the differentials in rates relative Lo risks rather thon
to the absolute raﬁes alone but no mention Is made of this
important facu. |

Computer programs, to bpe released later, will
1ﬁevitably he used to make all soris of caleulationa by
changing variables and rumiing the equatlons fhrough
computéws. o the oxtent that the models are incorrect, the
use of compubers merely multiplies errors and leaves people
wlth the dJdslusion that the answers ave ripght because they
are the result of mathematical caleulatlons that few can

understand and svaluate.
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We must guard ageinst harmful mistakes of this
nature by the use of common senge and by appropriate
warnings in the preface to the report.

TwO examples wiil 1llustrate dangers that will
probably result from the use of models in the report.
| First, the models will be assumed to provide a
means of calculating price Increases required %o offaet
reductions in percentage depletion. These answers wlll be
vwrong beceuse the models overlook the psychologlcal value
that investors place on reductions in income tax payments.

Second, the various démes presented may be used ©o
draw conclusions of qusstlonable value about the responses
a5 applied to price unless the report highlights warnings
about ?heir inadecquacies fGrrthat purpoae.

The Incorrsct view thal environmentallypdesirab1e
supplies of oil and gas are "in the words of a high official
of the government recently -~ limited ab almost any price”
is already too prevalent in Washingion and should ke dispelled
rather than encouraged.

The remarksble expansion in supplles of oil and
gas in respoense to better real prices in 1946 ~ 1957 was
ffar greater than this industry:éxpeuted or would have |
predicted in the forecéstm presented at the end of World
War TI.

Ag an exerclse in humility, I used to keep in the
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top drawer of my desk a forecast for the period 1946 to 1960
which was the common forecast and assumed th;t the United
States wac practically aﬁ 18 peak of productlon at %the end
of World War II and could not hope to lnerease 1ts productlon
by more than about 10 percent. ﬁow, we all know that that
prediction proved dreadfully wrong because 1t failed to take
into account the impact of price on the lncentive to explore
for, discover9 and develop resourees.

The experience wlth declining real prices since
1958 means that no recent data exists usable and useful in
determining what the current and future résponse might be
to lmproved economlec incentives. Unless and unbil such
datia are avallable 1% would he a mistake and a tragedy to
write off the potentlal capacily for expanagion by U.S. oil
and gas producers without any effort o fina-out what actually
heppens 1n respdnse HO ﬁ pignlilcent change Iin trahd and
drcentiives.

T have tried to influence the ontcome of the work
of this commltiee by various sugpestlions,

T belleve that the only alternative now 1s for the
Countcll to moke its approval subject to key polnta seb fofth
in an initlal statement by the chalrman of the Councill,
préceding the report of the committee.. | |

AL iﬁs meeting yesterday, the committee consldered

a proposed letter of transmittal to be placed at the
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beginning of the report and agreed upon four points, includlng
a wérning'against misuse and misinterpretation of the
computer progfams that have been used by the task groups: and
are scheduled to be released later.

The draft of the transmittal letter distributed
this morning deletes the caution apgainst misuse and-mis»
1nterpreﬁation. I consider these words of cautilon approved by
the committeé yesterday, essentlal and urge thls council to
see that the words of caution already_approved‘by:the
committee be stressed in the flrst point listaed in the
transmittal letter dealing with the computer programs.

Tﬁe caution can be in the exaet form appfoved by
the committee yesterday or, i1f the counecil prefers, 1t can
he Inecluded in the {flrgt point by the followihé'Wor@ing:

One, Lt is necesgary to warin against poﬁsiblc
“miguse and mislinterpretation of the computer progfams to
be released later which deal séparaﬂely wlth oll and gas
gtrictly to Fagilitate calculasions. In fact, the joint
nature of oll and gas exploration and production ﬁeans that
these fusels schouwld be considered together rather than
geparately. Furthermore, the computer programs carmot be
uged He ecaleulste the zlasticlty of supply, the lmpact of
changes\in tax provizions on ability attract capltal and on
the amount of price changes roequlred to increaaé oll and

gas reserves and availsability and dellverablllty.
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Gentlemen, I repgret that it 1s necessary for me bto
speak on this subject, but I think 1t 1s a subject of vital
importance, not only to this industry but to the nation. i
think that the warnings that we should put in the letter of
transmittal are the ones that the committee approved yester-
day or the egulvalent.

Thank you.

(Applause.)

MR. TRUE: Thank you, Dr. Gonzalez.

Mr. McLean, would you like to respond?

MR, MC LEAN: Well, Mr. Chairman, I would simply
remark on behalf of the committee that overrthe past three
vears we have had mény'discussions with Dr. CGonzalez. We
have heard his ﬁiew$oints on many occasionsg and gxamined them
in consildewable depth.

On many losues we have batbed in his dlrectlion as
-~ fer a8 we cowuld. I only regret this morning ﬁhat we have not
been able to accomnodate hlm 100 percent and I suspect it 1s
indeed difficult in an effort of this kind invgiving as vlg
a group as At has for any one indlvidual %o be_accommodated
100 percent.

Now there 1ls an answer {o each of the polints which
Dr. Gonzales pas mentloned. These have haen considered hy the
Main Commitiee and the Coordinating Subcommlittee and the

eonclusion i that we have adjusted the report about as far
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in his direction as we could and my suggestion, Mr. Chairman,
I gon't think 1t 1s possible to debate each of these rather
technical issues here this morning., much less t¢ undertake
in this commlttee as a whole, ﬁhe redrafting of particular
sentences.

Mr. Chairman, I would supgest that the Council
simply take note of Dr. Gonzélez' dissent and proceed with
conslderation of the report.

MR. TRUE: Thank you, John.

Are there any further comments?

MR. HEALY{ Mr. Chalrman, I should like to say
‘that I intend to vote for thig report with pleasure, but in
doing so, may I call attention to provisions on pages 12
and 75.

MR. TRUE: Excuse me, would you ldentify yourself
for the Council, please? B

&l

MR, HEALY: Ves, my name is Northcuttfﬁﬁaf?.

On pages 12 and 76 whiech relate to the import
progeam I eall particular attenfilon Lo the language on
page 12 at the end of discussion of the caption "Maintain
0il Import Quotas,” the statement of the Councll is "that ,
although concurring wlth the genepral purpose of oil import
quotas, the Natlonal Petroleum Councll does_not feel 1lts
responsibilifies in thia report exvend to a détailed snalysils

of specific regulatory or allocatlon features of the present
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méndatory oll import program” and on page 76 the statement
at the end of paragraph number three stating;"The import
program should apply equitably to all partles and should be
designed to interfere as 1little as possible wilth normal
economle forcas and competlitive relatlonships.”

I am impelled to make this comment becaﬁse the
report calls attention to the fact that by a date between
1985 and 2000, the eleectric industry willl require half of
tﬁe total enerpy of production taken inte account in these
equatlons. It is.my ﬁersonal feelling that the consumer
interests, primarily $the power industry because of the
magnitude of 1ts dependence on fuels, must heve participation
in the determination of lmport quotas and I noté with
pleasure that the Council, while supportling the general

principle of import quobtag, does not identify 1tselfl with the

o]
[

A @

present technique for establishment of bthese quota;

)

Lt 1s my personal opluicn they are subject to vast

4

Improvement and I am happy to see that the Couvanclil reserves
_its positlon in that respect.

Thank you, sir.

MR, TRUE: Thenk you.

DR. CGONZALEZ: DMr. Cholriman, let me make 1t quiﬁe‘
clear chat I am not teying Lo get the committee o change its
report Lo accoﬁmndate me 100 percent. The polnt I have ralsed

is that the commlties voted on something yesterday., on speclfie
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language. That language has been‘modifiedrin the draft that
was presented o the Council Goday and I would like to know
whethef the committee wants to change 1ts vote of yesterday
or‘whether the commlttee wants to put in the warning against
misuse and miainterpretation.

MR. MC LEAN: 'WGll, Mr. Chalrman, I'1ll speak to
that. At the coneclusion of the Mailn Committee yesterday thé
task of editing and putting in shape for presentallion was
left %to myself and Warren Davis, the chalrman of the
Vsubcommittee and any changes in substance we have made are
entirely inadvertenﬁ. ~The clause Dr. Gonzale?.refers to was
taken out because in the committee's final arrangement 1t
had o relevance to items ftwo, three and Tour, whilich stand
on thelr own merits with no reference %o computeffmodels, I
think € would like to moke one other point and thét i1s this:

The conduct of this Btudy involved a great many
mathenatlcal computations. Soms of thdse computa%ions were
made by hand. Some of them were made on slmple adding
machinaes., Some of them were made on office caleulating
machines.  And some were made on compubers simnly because
it could be done faster and I thing perhaps_too much
attentlion ls being attached to the go~called "computer
models. " |

Really, all that we uased compubers for was to

speed certaln mathematical computations and il you wlsh to
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deal wiﬁh these mathematlcal computations, it seems to me
we should deal with all of them, which are numerous and many.

MR, TRUE: Thank you, John.

MR. MC CLURE:  My. Chalrman.

MR. TRUE: Mr. McClure,

MR, MC CLURE: Hérold MeClura. Mr. MeLzan, I do
not understand whathe? your answer to Dr. Gonzalesz wasryes or
no. I think it deals far mowve deeply than with just the
mathematlcal computations or than with the bent of one
inﬁividual, Dr. Gonzalez. I thlnk the very basic, philo-
sophlcal statement thét Dr. Gonralez made is involved and I
think tﬁe question should be answercd %o the issue of yester-
day, yes or no and after some 35 years in thoe eﬁﬁloration for
petroleun hydrocarbons, oil and gas and Shelr variations
ﬁhereof, I can only say there ave many of us heré in the
room today. if the issuc ware beflore the floovg Eﬁn would
support a motlon were 1t fo encompass the statement of
Dw. Gonzalez.

Thaak you.

M. TRUE: Thank you, Harold. Would you care %o
raspond? |

MR, MG LBEAN: Wel.’l.l,3 we are down here to a question
of lanpuapge, gentlemcn. The tronsmlttal letter as 1t now
stands -= 1f wyou will divoct your attention to'page 2,

paragraph one. Letfs read 1t together and be sure we know
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what we are talking about. It says, "While the jolnt nature
of oll and'gas exploration and production suggests that these
fuels should be considered together rather than separately, -
separate computer programs fqr 01l and gas have been used 1in
the reporti to provide flexibility in calcﬁlationJ

| YHowever, it 1s necessary to warn~against the use
of the computer programs %o calculate the gia&ﬁiﬁity of
supply, the impact-of qhanges iIn tax provisibné-on-the abllity
to attract capitalD and the amount of the price changes
reqgulres to preserve -~ (0 increase oll and gas veserves and
'deliverability."
| T str@ss.that mlddle senvence. YHowever, it is
necessary Lo warn against the use of the chputef‘programs.”
GenGlemen, I subriil we have taken care of
Dr, Gonzalez' report in rabther clear and forceful language
and T thinlk forther editing of 1t would détract.from rather
than add to his poink.
SPEAKER: Mr. Chaiﬁmang I move for the question.
MR. TRUE: Arec you pready Ffor the questlon?
ALl sn favor?
(There ﬁas a chorus of ayves.)
Cpposad?
(& very few apeakers respond "No.')
MR. ¥RUR: The report is adopted.

Is there any other business o come before the
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Council?

.(NQ response. )

I7 there is no other business, I would like %o
again thank our speakers and Mr. MeLean and his commnlttee,
and would like to announce that there is a formal press
conference %o be held down the hall, this wéj, in the
Senate Room right now.

The 67th meeting of the Natlonal Petroleum
Couneil will stand adjournad.

Thank you, gentlemen.

‘CWhereupbn, at 12:30 noon, the meebing was

adjourned.)





